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SOCIETY 


DISCUSSION ON MONETARY REFORM 


A WELL-ATTENDED meeting of Fellows and their friends was 
held on April 14th at the London School of Economics under 
the Chairmanship of Lord Milner, one of the Vice-Presidents of 
the Society. After the transaction of the formal business of the 
year, a discussion on Monetary Reform was opened by Professor 
Cannan. The principal speeches are reported below. 


ProFessoR EDWIN CANNAN 


Having been recently accused of believing that the last word 
in monetary theory was said in the elementary text-books of years 
ago, I have been trying to discover what these text-books really 
did say. In the course of this research I came across, in Walker’s 
Political Economy (p. 128 in ed. of 1892), a passage which shows 
at any rate the unchanging character of monetary theorists. He 
says, ““ Men who are candid and even liberal in politics or religion 
become furiously or stupidly fanatical as soon as their views on 
money are controverted,” and recalls that Sir Walter Scott makes 
one monetary theorist write to another, “In your ill-advised 
tract you have shown yourself as irritable as Balaam and as 
obstinate as his ass.” 

For to-day, at any rate, I mean to endeavour to conceal my 
furious or stupid fanaticism, and to dwell rather on the general 
improvement which has taken place, chiefly in consequence of 
recent experience, in the views of experts, rather than on the 
points on which they differ. 

The improvement which has taken place may be shortly 
summarised in the statement that the relation between the 


quantity of currency and its purchasing power has been cleared 
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up. There is no denying, I think, that the text-books of years 
ago—not only the elementary ones—gave a very muddled, un- 
satisfactory account of this relationship. They asked us to think 
of the whole quantity of money in existence being offered in 
exchange for a total of commodities (and perhaps services) of 
which it was impossible to form any definite conception—it was 
not the total in existence nor the annual or weekly production 
nor any other total with which we are familiar. Then it was 
taken for granted that we should infer that the purchasing power 
of the money would depend on the relative variations in magnitude 
of the two totals, so that if the money increased while the com- 
modities remained stationary, the purchasing power would fall. 
After that it was admitted that a modification was necessary 
because the same piece of money could be exchanged for goods 
more than once. To meet this it was said that the purchasing 
power of money depended not only on its quantity but also on its 
rapidity of circulation. Nothing, as a recent writer has pointed 
out, was said about the possibility of a commodity being exchanged 
for money more than once. The doctrine never carried conviction 
to the ordinary intelligence, and never will, even if much more 
carefully re-stated. 

It has now been entirely scrapped, and we are asked to look 
at the matter in a much simpler way. Currency is regarded like 
any other durable goods, such as ships or houses, which form part 
of the material equipment or capital of the community. We start 
from its value or purchasing power as we find it at any moment, 
and then ask ourselves how that will be affected by changes in 
the supply of and the demand for currency, thinking of the supply 
and demand just as we think of them in regard to houses, the 
supply being the whole stock in existence, and the demand being 
furnished by people who want to hold portions of that stock. 

The supply side of the matter is simple enough. Additions 
to the stock tend to diminish the value of the unit of currency just 
as additions to the stock of houses tend to diminish the value of 
the unit of housing. They have to be put on the market by the 
issuer himself or by some one to whom he lends them, and in 
either case this means more units of currency spent in buying 
commodities and services ; and more spending, in the absence of 
increase in commodities and services, means higher prices, which 
is the same thing as diminished purchasing power of money. 

The violent experiences of recent years have not only given 
us plenty of examples of this far more striking than any which 
were available to the writers of the text-books of years ago, but 
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have completely cleared away a difficulty which was often felt, 
and that too even after the war had been proceeding for some 
time. This is the fact that a rise of prices attributed to increase 
of currency was often found on careful inquiry to have preceded 
that increase. The unbeliever naturally adopted the converse 
of post hoc ergo propter hoc, and argued ante hoc, ergo non propter 
hoc, and even alleged that the rise of prices, which he usually 
ascribed to some quite impossible cause, compelled or called for the 
increase of currency, instead of being occasioned by it. Nowadays 
we can see that there is nothing more anomalous in people putting 
the value of money down some time before an additional issue is 
made than there is in their putting the value of cotton or wheat 
down some time before a plentiful harvest. In matters of prices 
man looks before rather than after. An expected change of 
prices causes prices to change at once: it is not in the least 
necessary that the public should have clear or correct opinions 
about the cause of the rise, but only that they should expect it. 
On the demand side the experience of recent years has been 
even more useful than on the supply side. The old plan was to 
represent the demand for currency as coming from the people who 
wanted to sell goods, as if these people wanted money to eat 
instead of merely as a means for getting other goods or services 
in exchange. Attention was directed to the quantity of money 
in actual circulation or passing from hand to hand, in entire forget- 
fulness of the impossibility of assigning any magnitude whatever 
to the amount passing at a point of time, a point having itself, 
as Euclid says, neither parts nor magnitude. The amount 
passed in a day or a week would have a meaning, but the amount 
passing at a given moment had none. All this is now completely 
changed. Hoarders, defined by Mill as persons who keep money 
in reserve for contingencies which do not occur, and also the 
much more numerous persons who keep money in reserve for 
contingencies which do occur, are in the modern view the real 
demanders of currency, just as the persons who want houses to 
live in are the real demanders of houses. There is no longer any 
idea of balancing all the currency against some loosely conceived 
total of commodities for sale, but a definite conception of each 
person wanting to hold a sum of currency sufficient to buy her or 
him (for the ‘‘ house-keeping money ” of the matron is greater 
than the pocket-money of the master) the collection of commodities 
and services which she or he is likely to have to pay for in cash 
before the next replenishment of the holding. I do not contend 


that this conception was wholly unknown before the war: 
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rummaging among old lecture notes, I find that I was teaching it 
orally ten years before I put it in a book in 1918. But the 
currency troubles of the war secured its wide acceptance by 
experts. They saw that currency depreciation was causing 
enormous increases in the amount of currency held per head of 
inhabitants in different countries, while at the same time the 
purchasing power of this increased holding was greatly reduced. 
The average German’s holding of marks, for example, would 
increase from say 100 marks to 1,000,000 marks, and yet (owing 
to the depreciation) this holding would only buy him a collection 
of commodities about, say, one-tenth as large as the old 100 
marks used to buy him. Then the experts would infer, quite 
justly, that this collection must be far too small for convenience, 
so that if the fear of further depreciation could by any means be 
allayed, the holders of currency would try to enlarge their holdings, 
which would reduce prices if no more currency was printed, or 
absorb a large amount of new issue without any rise of prices if 
the press was allowed to go on fora time. This line of argument, 
which was perfectly borne out as time went on by actual experi- 
ence, is obviously founded on a basis of looking to holders of 
currency for the intensification and extension of demand for 
currency. 

Nothing nowadays can be regarded as properly received into 
the economic church till it has been duly christened after some 
letter of the alphabet, so we may note that the collection of com- 
modities commanded by the holdings of currency has been named k 
in Mr. Keynes’s restatement of the quantity theory in his equation, 


n = pk, 


k being doubtless chosen not for any personal reasons but because 
it is the same thing as a hard c, and ec (which J might for 
personal reasons prefer) for Collection of Commodities Commanded 
might be confused with c for Cash or Currency. Mr. Keynes’s 
n stands for the total of currency and p for price-level, so 
that the equation enshrines the truism that the total of currency 
equals the money-value of what can be bought with all the 
holdings of which it consists. 

The importance of the new idea lies not in this truism, but in 
the clearer light which it throws upon causes of appreciation and 
depreciation of money. Those who used the old apparatus, if 
they recognised that increasing hoards tended to appreciation, 
had to regard the increase as tending to diminish the supply or 
quantity of money, in spite of the fact that every one thinks of the 
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quantity as being shown by the amount outstanding, no matter 
whether that is held by hoarders or others: it is much simpler 
to think of the hoarder along with any other holder who is increas- 
ing his stock of currency as demanding more currency. 

Again, the old apparatus was very unsatisfactory in relation 
to the effect of increased banking facilities. Such facilities were 
supposed quite rightly to ‘‘ economise ’’ money, and so to tend to 
reduce its value, but how they did it was left in great obscurity. 
The “use” or employment of money was supposed to be diminished, 
but why that diminished its purchasing power was unexplained. 
With the new apparatus we can see at once that the advent of a 
bank in a place formerly twenty miles away from a bank will 
straightway diminish the demand for currency by causing the 
holders in the place to be content with smaller holdings than 
before, while the bank’s holding kept at the command of the 
customers will be much less than enough to counterbalance this. 

To give one more example, the old apparatus was quite 
insufficient as an equipment for any one who wanted to explain 
the enormous divergencies between the rates of increase of currency 
and the rates of depreciation which we have seen in recent years. 
With the aid of the new conception we can attribute them with 
ease and certainty to the varying fears and hopes of holders of 
currency which lead them to try to reduce their holdings to the 
lowest possible point at one time and to increase them largely at 
another. 

All this improvement, by clearing away difficulties about the 
relation between quantity of currency and prices, makes it far 
easier than it was before the war to see that for the maintenance 
of the value or purchasing power of a currency limitation of 
supply is essential. 

It was for want of our experience that the pre-war theorists 
never made it plain to the public that the value of their currency 
was actually kept up by strict limitation of supply. Gold, it is 
true, could be turned into coin in unlimited quantities by any one 
who could get it in unlimited quantities, but nobody could do 
that; there was a limited quantity above ground, and nobody 
could get more out except slowly and at considerable cost. Paper 
currency existed, but was limited by various regulations, and 
over and above those regulations, by convertibility, to the amount 
which could circulate without falling below the value of the gold 
it promised to pay. But that the virtue of limitation was not 
clearly grasped is shown by the persistence with which text- 
books continued to assert that the value of our token coins was 
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kept up by limitation of their legal tenderability instead of, as 
of course it really was and is, by the limitation of their issue to the 
amount which will circulate at par. 

For want of recognition of the necessity of limitation, at the 
beginning of the war nearly all countries—most of them without 
the smallest excuse except a desire to be in the fashion—suspended 
their regulations and convertibility without instituting any other 
system of limitation or apparently ever thinking that any kind 
of limitation was necessary. The only difference between the 
countries was that some allowed their Central Banks to make a 
profit by lending the additional legal-tender inconvertible notes 
to private persons as well as to the Government, while others, 
more prudent, like the Bolshevists and the British, took care that 
the notes issued should buy commodities and services for the 
Government only. 

The natural consequences followed: the issues grew and 
grew, and depreciated enormously, and we have not seen the end 
yet except in the few countries which have returned to gold. 

Some limit is absolutely necessary, and the choice for all 
except currency cranks is between founding the limitation on 
some parity, old or new, with gold, and founding it on a parity 
with some collection of commodities such as is summed up in an 
index-number of prices. 

Of these two principles, the second or general-price principle 
is naturally far more attractive to the monetary theorist as an 
ideal to be worked for in the future. To tie the purchasing power 
of money to that of a single metal, though that metal is a very 
fine one which would be put to an immense number of most 
important uses if it were less scarce than it is, has been rightly 
described as an expedient fit only for a barbarous age. But can 
any one who has lived through the Great War have any doubt that 
a barbarous age is precisely what we have for the moment to 
provide for? The cruder and simpler principle may suit us 
best for the present and the immediate future. We, barbarous 
mankind, are still divided into suspicious and malevolent tribes, 
occupying territories which we regard as our tribal properties. 
There is not the least chance of the various nations agreeing on 
any uniform system of limitation of currencies by prices which 
would give us the stability of international exchanges which we 
possessed before the war. On the other hand, there is every 
probability of a general return to the gold principle, which would 
give us that stability. On this I think Mr. Keynes was unques- 
tionably right when he said in the Manchester Guardian Recon- 
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struction Number of April 20th, 1922, “I see no other solution of 
stabilisation’? (international exchange stabilisation, that is) 
“except this traditional solution—namely, a gold standard in as 
many countries as possible.”’ 

For the advantage of exchange stabilisation we ought to be 
prepared to sacrifice a good deal of the other kind of stability— 
stability of domestic prices between one time and another. 
Particularly should we be ready to do so if we happen to belong to 
a small country with a large foreign trade and extensive financial 
interests outside itself. 

But it is difficult to believe that we should in actual fact 
sacrifice any internal stability by re-adopting the “ barbarous ”’ 
principle of limitation by parity with gold rather than the more 
refined principle of limitation by general prices. The limitation 
by gold can be enforced by convertibility in a simple and straight- 
forward way, as it was in the past. I am inclined to admit that 
the paper pound might conceivably be made convertible in a 
roundabout way into the large basketful of commodities which 
serves as the basis for an index-number of prices, but the proceeding 
would be complicated, unintelligible to the ordinary mind, and 
liable to be thrown out of gear by changes taking place while the 
necessary statistics were being made up. It seems to be admitted 
by the best exponents of the general-prices system that the 
necessary measures would have to be taken by anticipators 
rather than by clerks working on statistics collected some days 
or weeks ago. So long as the anticipators were honest and 
intelligent and anticipated correctly, things would go well, but 
we may be permitted to doubt whether on the whole the short- 
period vagaries and the long-period general biases of the antici- 
pators would not more than equal the short and long period 
fluctuations of gold. 

I do not say that gold must for ever continue to be the best 
possible standard. I am enough of an historian not to believe in 
the permanence of anything. As soon as we economists have 
been a little more successful than we have hitherto been in getting 
elementary ideas into the heads of the public, it will become 
possible to modify the gold standard either by working on the 
supply of gold and the demand for it or by altering gold parity 
with currencies in such a way as to make the standard more stable. 
Such measures will have greater chance of success if they are 
taken by a world already on the same standard. 

However that may be, one thing stands out as absolutely 
certain, and that is that to one or other of the two principles of 








162 THE ECONOMIC JOURNAL [JUNE 


limitation—limitation by the price of gold or limitation by 
general prices—we must soon adhere. I believe I shocked some 
people a little time ago by saying that it was false in the long run 
that “bad money drives out good,” but I was perfectly right. 
Good money does in the end overcome bad, even when the bad 
is numbered by trillions. The countries which at present adopt 
no principle of limitation, but simply abuse the foreign speculator 
after selling him a great quantity of worthless paper, and then 
try to borrow from him, may have a long career of depreciation 
yet before them, but they will pull up at last. Countries like 
Great Britain and France which have adopted fixed and arbitrary 
limits bearing no relation to the prices of commodities or gold 
will at length come to see that though such limits when actually 
operative are far better than nothing, inasmuch as they prevent 
further depreciation beyond a certain point, yet they provide 
neither stability of internal prices nor stability of foreign 
exchanges. The recent experience of France is instructive on 
this point. 


Mr. HawtTrey 


Before I begin I ought perhaps to make it quite clear that, 
though I hold a post in a Government Department—in the 
Treasury—what I am going to say is exclusively my personal 
opinion and has nothing at all to do with official views. 

I think we have all been very much interested in Professor 
Cannan’s survey—a very non-controversial survey—of the recent 
growth of opinion on monetary theory. He really dealt very 
briefly with the subject of this afternoon’s debate, that is to say, 
Monetary Reform, and I propose to pick up the subject rather 
where he left it. There are two quite distinct questions: there 
is the question that Professor Cannan raised of what ought to be 
our permanent monetary system ; and there is the more immediate 
question of how we are to get from the existing condition of things 
to that reformed state. Professor Cannan mentioned the two 
possible regulating principles—convertibility into gold, and the 
determination of the value of the currency unit on the basis of 
an index-number of commodities. I am not sure that he made 
quite clear the possibility of the synthesis which unites those two 
opposites, which received approval at Genoa, that is to say, the 
adoption of a gold standard by all the countries that can, all 
the countries that hope to have sound currency at all—the 
adoption of a gold standard, and the regulation of the value of 
gold itself through the action of Central Banks, on the basis of an 
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index-number. That Genoa solution seems to me to be the right 
one. I think there are a great many disadvantages about the 
purely tabular standard, dissociated from gold. I do not propose 
to enlarge upon them, but I think there are great disadvantages, 
and I think also that the gold standard on the pre-war basis is 
very unsatisfactory indeed. 

Now, assuming that we have got to get back to a sound 
currency of one of those three kinds, what ought we to be doing 
here and now? That really is the more controversial question 
of the two, and there are several schools of thought: there are 
those who desire a restoration of the pre-war parity by a renewed 
process of deflation; there are those who propose to stabilise 
our unit at its existing value, either without a gold standard or 
by devaluation with a lower standard, a smaller gold content; 
and finally there is another school of thought that proposes to 
wait and see—to do nothing, in the hope that presently the value 
of gold itself in the course of its fluctuations will drop down to 
parity with the pound. The real division of opinion, the most 
acute division of opinion, is between those who propose immediate 
deflation and those who do not, and opinion on that subject 
depends upon what I regard as one of the most important principles 
established in recent years in monetary theory, that is to say, the 
connection between price movements and unemployment. I 
think it is pretty well recognised by most practical business men—- 
Tam not sure it was not recognised by them before it was recognised 
by economists—that falling prices do cause trade depression and 
unemployment. As a matter of fact Sir Charles Addis, who is 
going to speak after me, has expressed himself quite emphatically 
on the subject, though I believe that he himself would be prepared 
to face deflation. I expect many of you present have read the 
very important and interesting speech that he made a few months 
ago to the Institute of Bankers on the return to a gold standard. 
Although he is one of those who are in favour of getting back to 
the pre-war gold standard as early as possible, by deflation if 
necessary, he was quite clear that falling prices do cause unemploy- 
ment. He himself, I daresay, will be willing to take up the 
point and elaborate his own views. On that occasion he called 
attention to the fact that the recent unemployment in this 
country is similar in kind to the unemployment that we suffered 
from during the trade cycle before the war, and that I believe to 
be true, and I will go so far as to say that the deflationary move- 
ment that followed the inflation of 1919-20 is practically the sole 
important cause of the unemployment that we have been suffering 











164 THE ECONOMIG JOURNAL [JUNE 


from, so far as it is abnormal. Well, I don’t know that Sir 
Charles Addis would go so far as that, but at any rate he would 
agree, and I believe he speaks for the great bulk of City opinion, 
that falling prices do cause unemployment. 

Turning from the opinion of business men, and from economic 
theory, to facts, there are masses of statistics to bear that out, 
both before and since the war. There is one particular example 
that I should like to refer to, which has been experienced since the 
war. It is commonly alleged that the unemployment we have 
been suffering from, although it may have been caused partly 
by deflation, is mainly due to the failure of our export markets 
in Europe. We are not alone in being dependent on export 
markets. There are other manufacturing countries in Europe, 
and some before the war were very much more dependent on the 
European export markets than we are. Switzerland during the 
war had 370 francs per head of exports to all quarters (about 
the same as we had), and whereas 35 per cent. of our exports went 
to European markets, 75 per cent. of the Swiss exports went to 
European markets. Swiss unemployment statistics are available 
in the form of the numbers on the live registers of the employment 
exchanges. In September 1920, at the culmination of the boom 
of that year, they had 7178 names on their registers. By February 
1922, when prices had fallen by something approaching 50 per 
cent., they had 99,500. From that date prices rose steadily. 
The index-number rose from 160-2 to 186-5 in April 1923. By 
July 1923 their total of unemployed had fallen from 99,000 to 
22,000. That in a country far more dependent on European 
markets for exports than we are, is a most striking result. It 
shows that if you have only a moderate rise in prices you can, 
despite all the disadvantages of the European market in the 
years when it was at its worst, reduce unemployment to what 
may practically be called normal dimensions: 22,000 is not 
abnormal for Switzerland. 

Now what does this lead up to? It leads to the conclusion 
that, if unemployment is as important as we believe it to be, it is 
absolutely futile to start raising the value of your unit in terms of 
commodities when you are already suffering from unemployment. 
That, in my opinion, rules out deflationary measures at the 
present time. It may be that six months or a year hence 
unemployment will have fallen to such a level that it will be possible 
to raise the value of the pound in terms of commodities without 
causing very severe unemployment. If you start with good 
employment, and then produce a slight fall of prices, the result 
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is tolerable. If 1,000,000 unemployed is your zero point when 
you begin reducing prices, it means you stop the revival, and the 
social consequences of that it would be impossible to face under 
existing conditions. If that is so, that leaves us to the choice of 
waiting, or devaluing the pound. 

Well, some people would argue that there is no very great 
harm in devaluing the pound. There is no special virtue in the 
pre-war gold value of 113 grains of fine gold. It might be reduced 
to 100 grains or thereabouts, and in a way it is true there is no 
great virtue in pre-war parity. But there is one fundamental 
advantage in getting back to pre-war parity if we can: that is, 
that if we have got back there with a certain amount of struggle, 
have regarded it as an end for several years, and finally achieve 
it, everybody believes we shall stay there. If we devalued, 
though we started with 100 grains, it might be convenient to 
change it to 85 grains later, and there would not be that confidence 
in the gold value of the currency which is so valuable in great 
financial affairs. So if we prefer not to devalue the pound we 
are left with the alternative of waiting, and there we depend upon 
the world value of gold. The world value of gold is at the present 
time determined by the credit policy of the Federal Reserve Board, 
and it is to be hoped that in the course of a year or two the process 
by which their supply of gold is accumulating, and gradually 
stifling their control of credit, may lead to a moderate depreciation 
of the dollar, sufficient to bring it back to parity with sterling. 
Then from that point we shall be prepared to determine our 
future permanent monetary policy, and at that point I shall hope 
to see the Genoa resolutions come into operation, that is to say, 
the retention of gold and the agreed adoption by international 
co-operation of an index-number. That would be possible 
because the gold supply of the Central Banks of the world is so 
great that they can absolutely determine the value of gold in 
terms of other commodities. If their stock of gold is twenty or 
thirty times the annual consumption for non-monetary purposes, 
it is possible for them to regulate gold practically as they please. 
Therefore what is really required is an agreement between the 
great Central Banks, above all between the Federal Reserve 
Board on the one hand and the Bank of England on the other. 
A very interesting document has recently appeared—the Annual 

Report of the Federal Reserve Board—and they make clear the 
process by which they have in fact been regulating credit the 
last two years. It is hardly going too far to infer that they would 
be prepared to adopt a plan not very different from that of Genoa. 
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How far they would go it is difficult to say until they begin 
the discussion. On this side Sir Charles Addis expressed approval 
of the same scheme in the speech to which I referred before, in 
which he argued so emphatically that we should return to gold 
standard. It is encouraging to find that such high authorities 
recognise the enormous advantages of stabilising purchasing power 
with relation to an index-number. 


Str CHARLES ADDIS 


Whatever our opinion of stabilisation may be, we are all in 
favour of stability—stability of policy as well as stability of 
prices. Instability of policy is no less dangerous than instability 
of price. Nothing can be worse than uncertainty. Better a 
defective policy which is fixed than a complete one which is 
uncertain. It is of the first importance in currency matters to 
know the goal at which we aim. We must know where we are 
and whither we are bound. The pronouncement of Mr. Baldwin 
last July in favour of stabilisation at the level of that time and, 
it must be added, the hesitating and equivocal utterances of 
some of our bank chairmen, left the public at home, and, what 
was more serious, our customers abroad, in some doubt as to 
what our monetary policy really was, whether indeed England 
could be said to have any definite monetary policy at all. All 
this uncertainty and obscurity have happily been dispelled by the 
timely statement of the present Prime Minister. All the world 
knows now that the official policy of this country is directed quite 
definitely to the restoration as soon as possible of the pre-war gold 
standard. The countries of Europe know it. Our ally Japan 
knows it, and, with Holland, Scandinavia, Switzerland, etc., is 
believed to be only waiting for our lead to get back to gold. 

The British Dominions overseas know it and welcome the 
official confirmation of the early return to the gold standard 
contemplated in the unanimous report of the committee on 
currency at the Imperial Economic Conference. The country 
stands definitely pledged to return as soon as possible to the gold 
standard which prevailed before the war. It is no wonder if 
the sound money party is encouraged by this unanimity. It 
might be different if other countries formerly on a gold basis 
were disposed to discard it in favour of a paper currency, but 
of that there is no sign. The unanimity is complete. Every 
country which has ever possessed a gold standard, whether for 
good or evil, seeks or professes to seek a return to the gold 
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standard. The only doubt is as to their ability to ensue it. 
But even the timorous among us may take heart of grace in the 
reflection that we shall not be acting alone. The danger they 
so much dread of an inundation of American gold is likely to 
be lessened by diffusion among several countries and mitigated, 
let us hope, by the co-operative action of the Central Banks 
contemplated by the Genoa Conference resolutions. Nor should 
it be forgotten that in any event there is a weapon to hand in 
the payment of the Allied debts to the United States. The 
annual purchases of dollars for this purpose may well prove an 
efficient safety-valve on the maintenance of a rise in the New 
York sterling exchange above parity, which is an essential con- 
dition of continued shipments of gold. In fact the gold standard 
policy holds the field and only the most cogent and convincing 
arguments should induce us to abandon it in favour of any new 
and untried currency system however alluring. The burden of 
proof lies on those who propose the change. 

We are asked to substitute a managed currency based upon 
price or unemployment index-numbers for a currency based on 
gold. We are asked to do so on the ground that it is more 
advantageous to stabilise our internal prices than to link them 
up to world prices. It is not denied that the mobility of gold 
and the relatively small changes in supply to which it is subject 
have made it in the past a powerful factor in stabilising prices 
in the long run. The complaint is that it acts too slowly; that 
the mischief is done before the gold standard comes into operation. 

That argument seems to me to beg the question. It assumes 
that the gold standard is purely automatic in action. That is 
not so. The human element can no more be eliminated from the 
operation of an automatic than of a managed system of currency. 
In either case those who are responsible for currency control are 
expected to have regard to the course of prices and unemployment, 
as well as to the movements of gold and, since a rise in prices may 
precede an increase in currency, to check the anticipation of 
credit supply on which the rise of prices is based. It is gratuitous 
to assume that those responsible for the maintenance of the gold 
standard must necessarily wait upon a movement of gold before 
bringing into operation a rise in the rate of discount, as the 
appropriate instrument for checking a rise in prices. From that 
point of view the gold standard appears to be in no way inferior 
to a managed currency. It is superior to it in possessing an 
automatic signal to warn the public of what is coming, and to 
arouse their attention to the shortcomings of bank directors if 
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they fail to anticipate it. Public criticism is likely, and quite 
rightly, to be the more severe since the gold standard has the 
additional merit of being free from political influence. Its 
supreme value to the community is that it acts as an effectual 
check on any attempt on the part of Government to manufacture 
currency. 

It is true that we have still some distance to travel before 
we get back to an effective gold standard, while stabilisation 
at the present level of prices can be put into operation forthwith. 
I pass over the effect on debtors and creditors, for I agree that the 
great bulk of existing contracts is of comparatively recent origin, 
and that the present level of prices presents about as near an 
approximation as you are likely to get to a middle term between 
the highest and lowest levels at which War Loans were purchased. 
As for the repudiation argument, I have never seen any force in 
that. 

Stabilisation, however, may not be the same thing as stability. 
It has yet to be proved that the present level of prices is that 
which is best suited to economic production in this country. 
There is a present discrepancy between world prices of raw 
materials and manufactured articles, apart from the lag in 
retail prices, which requires to be adjusted; the latter are 
relatively too high; the urgent problem ahead is how to secure 
for the tiller of the soil remuneration sufficient to induce him 
to exploit its undeveloped wealth. British imports are 40 per 
cent. while British exports are 90 per cent. above pre-war 
prices. It looks as if we were selling our manufactures too 
dear and consequently selling too little of them. Is there any 
other way to sell more of them than to reduce the price? You 
may, of course, elect to maintain your internal prices and to 
reduce your external prices by letting exchange go hang, but this 
is only to transfer the instability from the price to the exchange, 
and I am not convinced that for a country like England, whose 
chief anxiety it is to export sufficient manufactures to supply 
her population with its daily bread, stability of price is more 
important than stability of exchange. 

I am not sure that even the increased prominence which has 
recently been given to the subject of prices has succeeded in 
extirpating the old fallacy that, in some way which has never been 
explained, high prices are good and low prices bad for trade and 
industry. The fact is that, as Dr. Marshall says, there is no 
evidence whatever that a fall in prices diminishes perceptibly in 
the long run productivity of industry. Depression of prices is 
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consistent with prosperity. The employer gets less; the employee 
gets more. It is doubtful if the working classes have ever been so 
well off since, as they were during the period of falling prices that 
marked the latter half of the nineteenth century. 

Nevertheless we must not shrink from the conclusion that, 
whatever the effect of low prices may be, falling prices are un- 
doubtedly bad for trade and; unless prices rise in the United States, 
a further fall of prices in this country is a condition precedent 
to the re-establishment of the gold standard. I do not disguise 
the seriousness of such a step, but I submit that we ought not to 
exaggerate its extent. A year ago we were within four per cent. 
of gold parity, and may shortly be so again. We have already 
suffered a fall in prices, as registered in the index numbers, from 
360 to 160. Is the comparatively small further drop, which is 
all that is required to bring us back to parity with gold, too 
great a sacrifice to ask of our people in order to restore the 
currency position on which the supremacy of this country in 
international trade and finance was formerly established? I do 
not believe it. 


Mr. KEeYNES 


Mr. Hawtrey has defined for us very clearly the issues to be 
discussed. First of all there is the problem whether we want 
monetary reform at all or whether we want to get back to some- 
thing as near as possible to the pre-war system. Secondly, there 
is the question what precise device we should adopt, if we want 
reform, in order to bring it into operation. I will begin with 
the first problem. 

Mr. Hawtrey has emphasised what is perhaps the main 
difference between the attitude of a good many economists now 
and their pre-war attitude, namely, their greater confidence 
as to the connection between monetary causes, the credit cycle, 
and unemployment. Mr. Hawtrey himself has been a great 
pioneer in the exploration of that subject. I myself believe that 
there is no longer any reason to doubt the connection. Professor 
Cannan referred to an equation which I published recently in the 
form n = pk, where n is the volume of money, p the level of 
prices and k the quantity of goods for which it suits the public 
to have purchasing power in the form of money. The view used 
to be that & was not subject to rapid fluctuations. It would 
move up and down over long periods, but over short periods 
it did not change very much. Therefore if you kept the quantity 
of currency stable you probably kept prices reasonably stable. 
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It was argued from this, that, as you would not have in any one 
year any very big change in the volume of money, therefore you 
could not have in any one year any big change in prices, so that 
though gold might move up or down slowly over a long period 
of years, a fair measure of stability would be secured over short 
periods. It is true that this was not in fact borne out, because 
booms and depressions occurred in pre-war days just as much 
as since; but the tendency was to explain these by particular 
causes. Many economists now take a different view from that. 
They think that &, and accordingly the quantity of real purchasing 
power required, is itself capable of sharp fluctuations, and in fact 
that it is the leading characteristic of booms and depressions that 
there should be a variation in the magnitude of k, so that it is 
this variation which makes those price fluctuations that occur 
even when there is no marked change in the total volume of 
money. That being so, attention is naturally transferred to 
a certain extent from the mere volume of money to this other 
element. We no longer believe that prices can be kept as steady 
as they might be simply by securing a constant volume of 
money, and we hold, rather, that we can only keep prices steady 
by varying the quantity of money to balance changes in k. If 
the public, for some one or another cause, decide on the average 
to keep more purchasing power than before, prices must fall to 
counterbalance this, and the tendency of prices to fall may produce 
a situation likely to provoke unemployment. That theory in 
a clear form is essentially new; and if it is correct it opens up 
enormous opportunities for far-reaching social reforms. 

If we really have the power to control in some measure credit 
cycles which cause unemployment and other social disturbances 
experienced in the past, surely it is our duty to follow up this 
line of thought to the utmost, to make experiments and to see 
whether by a control of the monetary machine we cannot cure one 
of the greatest and most dangerous social evils of the economic 
system. We feel that those who oppose monetary reform ought 
to make it clear how far they agree with us on that diagnosis. 
If we have even a half-chance of getting rid by monetary reform 
of the evils of the credit cycle, I should have thought most people 
would have agreed that it was worth while, and that it is no good 
for Professor Cannan to talk about a barbarous age if his object 
in speaking thus is to keep it barbarous. We certainly live in a 
barbarous age, but our object should be to emerge from it, and if 
there is a new weapon forged for that purpose we have no right 
to overlook it. It is not so much a change in the whole theory of 
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our view of the credit cycle, as the increased clearness with which 
we now see the various steps, that is the reason why the minds 
of some of us have changed since pre-war days. 

But there is another reason also for change which has arisen 
out of events connected with the war. Can we rely on gold to give 
in future even that amount of stability that it has given in the 
past? Formerly there was a great deal of gold in circulation 
in people’s pockets. Many countries were rich enough and 
sufficiently inclined to hoard resources to keep a considerable 
amount of gold in banks and elsewhere. Any given country 
might suffer sudden changes in that respect, but it was not likely 
that in a short period of time there would be a simultaneous 
change of any magnitude in a number of different countries. Asa 
result of the war, however, there is now extremely little gold in 
circulation in the world; in most countries none whatever. It is 
unlikely that gold will return into circulation both because of 
the expense and because of the change of habits. It is also much 
more difficult than it used to be for some countries to hold large 
amounts of gold in banks or to increase their holdings. A great 
stimulus has been given to all those methods of economising the 
use of gold, which have been gradually developing as a result 
of the growth of the credit system. We may even tend now to 
be up against the ultimate truth that a perfectly conducted gold 
standard does not require any gold at all, or practically none. 
Suppose those who manage the credit policies of banks were to 
acquire sufficient skill in the management of international adjust- 
ments, no actual gold would be required at all; and while we are 
still very far from that position, we are probably already in the 
position in which the necessary quantity of gold for the main- 
tenance of the existing price-level is far away less than the volume 
of gold in the world, and the difference between the two is getting 
larger every day. This redundance of gold pressing upon the 
world is a phenomenon which some one has to look after, and the 
problem of preventing that redundance from causing sudden 
changes in its value is much more acute than it was. 

Those of us who are in favour of monetary reform support 
it, therefore, for two main reasons : first, because we believe that 
we ought to do all we can in any reasonable way in the direction 
of the social aims already referred to; secondly, for fear that gold 
left to itself may prove a much less safe standard of value than in 
former times. I do not believe that there is sufficient weight on 
the other side to outweigh those two considerations. There are, 


of course, two sides to every argument, and it is generally a question 
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of weighing advantages. It is not that there are no advantages 
on the other side, but rather that a return to our pre-war system 
does not offer sufficient advantage to outweigh the factors I have 
emphasised. 

We come next to a further most interesting question. Assum- 
ing that we want to reform our currency, what is the right way 
to do it? There is a certain difference of opinion between Mr. 
Hawtrey and myself, though I should be perfectly ready to 
accept his system if it turned out to be practicable. Mr. Hawtrey 
wants to placate a good deal of feeling that exists in the world 
by pretending that he keeps gold standard, whereas in fact he 
establishes a commodity standard. He proposes to erect a 
facade of gold and then to regulate its value on the same principles 
as would be adopted by those who aim at the stabilisation of 
general prices. In monetary affairs there isa great deal to be said 
in favour of placating prejudice. I do not underrate any of those 
advantages. And Mr. Hawtrey may be right, that this is the 
best way to do it. But I should like to point out two important 
disadvantages in his plan. First of all, there is the question who 
is going to bear the expense of maintaining the value of gold. 
On his system there would still be mined, I suppose, about as much 
gold as is mined now. There is also the problem of existing stocks. 
At present the United States is bearing the expense of that, both 
in maintaining stocks and in absorbing new supplies. Mr. 
Hawtrey’s system would mean a very difficult debate on the 
question how expenses should be shared in the future, and pre- 
sumably we in this country would have to bear some reasonable 
proportion of them. We should have to consider, therefore, 
how many millions a year it was worth wasting in order to main- 
tain this fagade. We should also be embarking on a system 
which would become more and more artificial and indefensible 
as time went on, and would, therefore, be inevitably unstable 
in the long run. It would be too absurd to go on indefinitely 
mining gold out of the earth with great labour, in order that 
certain countries should bury it again after having met the 
expenses of mining. Sooner or later the world would see that 
no sufficient advantages accrued from it, and every one would 
seek to escape from the burden of spending a certain number 
of millions a year in maintaining the value of gold. 

It is, perhaps, a more fundamental objection against this 
proposal that it involves very far-reaching agreements between 
a number of Central Banks. Mr. Hawtrey and I have both had a 
certain experience of international conferences, but they seem to 
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have left him more optimistic than they have left me. My 
feeling is that for some years to come we shall never secure a 
binding agreement of that kind. Putting all other countries 
on one side, I think it would not be easy even for the Bank of 
England and the Federal Reserve Board of the United States 
to arrive at any binding agreement. It would be very difficult 
to decide how, when there was a difference of opinion, the matter 
was to be settled. Moreover, I believe that any such agreement 
would weaken the hands of the Federal Reserve Board in the 
United States. There is difficulty enough in any case in pursuing 
a sound policy, and if the Board was open to the suggestion that 
they were not acting solely in American interests but at the 
dictation of the Bank of England, they would be in a much 
weaker position than they are in now, when no one can possibly 
accuse them of being governed by any other motive than American 
interests. I should prefer, therefore, that we should enter into 
no binding agreement as to the relation between the British 
standard of value and the American standard of value, but rather 
that each country separately should aim at stability, and in 
addition co-operate by the exchange of information and in all 
other possible ways. If this co-operation were to be successful, 
then we should also have a policy of a stable dollar exchange, 
and we and the United States between us could probably manage 
the rest of the world. It would require no international con- 
ference or binding agreement of any kind, and we could gradually 
improve our methods as experience showed us the way. The 
only disadvantage it could have might be, that, since we should 
not accept gold into our mints here unless we wanted it, America 
herself would probably get tired of the burden of absorbing the 
world’s gold, and that she too would close her mints to gold, with 
the result that the value of gold itself would fall. Nevertheless 
it would be better, I think, to face the opposition of the gold- 
mining interests rather than to embark upon the very costly 
and difficult path of trying to stabilise the value of gold itself by 
means of a binding agreement between ourselves and the United 
States. 

In conclusion, let me turn to the matter of immediate policy 
which Mr. Hawtrey also dealt with. What ought we to do at 
once? I suggest, as he also suggested, there is room at the 
moment for a considerable measure of agreement even if we differ 
for the future. I am afraid there is no room for agreement 
between us and Sir Charles Addis, if Sir Charles insists on imme- 


diate deflation. On that matter the Government, I think, are in 
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a contradictory position, both this and the previous Governments, 
when they state that their object is to get back to a gold standard 
as soon as possible, yet also at times admit in public, as Mr. 
Baldwin did, that the policy of deflation has been definitely 
reversed. The Government think it wise to placate Sir Charles 
Addis by stating that their intention is to return to the gold 
standard. But fortunately they are not so foolish as to take any 
active steps in that direction. They have, in fact, no clear 
policy, but so far as they have one at all they seem to aim at some 
measure of stability for the present and, as Mr. Hawtrey suggested, 
have postponed making up their minds any further, until they 
see what happens to exchange, hoping that the natural course 
of events will bring sterling to its parity with gold without any 
degree of deflation. I agree that this expectation may very well 
be realised, that a further fall of prices in America is not very 
likely, being indeed wholly unnecessary from any point of view, 
and that sooner or later the Federal Reserve Board is likely to 
be overwhelmed by the incoming tides of gold, with the result 
that a sufficient depreciation of the dollar will take place to 
bring our own exchange to par—though that this may require a 
depreciation in the value of the dollar amounting to more than 
10 per cent. is also likely, since prices here, in the event of this 
policy being adopted, would follow dollar prices to a certain 
extent. Thus it is certainly quite possible that we shall return 
to our former parity of exchange without resorting to deflation. 
I should like to point out, however, that the policy of waiting 
for that to happen and thereafter depending on the Federal 
Reserve Board to prevent any further depreciation of the dollar 
seems to assume that the Federal Reserve Board is going to be 
overwhelmed to precisely that degree which it pleases us should 
occur, and that when that has happened they are not going to be 
overwhelmed a scrap further, but are going to retain their price- 
level at just that figure which happens to suit us at the present 
time. A nice balance is assumed between skill and want of skill 
on the part of the Federal Reserve Board. This policy requires 
that the Federal Reserve Board should lose control of their 
own situation and should then begin again to exercise skill just at 
the time that our policy requires that they should. I am not 
confident that this is a coincidence we can rely upon. 

At any rate, let us suppose that this is the position, that the 
Government is disinclined to take any further steps towards 
deflation, and also that the underlying facts of the situation may 
quite likely bring sterling back to par. What is our right course ? 
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Well, we have a golden opportunity for making on an adequate 
scale precisely the experiment that I want. Why should we 
not aim for the present at keeping our own price-level steady 
and, in order to please other parties, postpone any final decision 
until our exchange has reached parity. The arguments of all 
the speakers seem to me really to imply that at one stage or 
another the price-level ts under our control. No one wants 
to diminish the value of our money. If, then, we do not want to 
increase the value of our money, which would mean deflation, 
why should we not spend the next few years in keeping prices 
steady, and seeing if we can do it, meanwhile learning, perhaps, 
how to do it without exciting prejudice? If after having done 
this successfully for a few years we reached our old parity, I 
myself would have a great deal of confidence that the success 
of the method would justify its continuance, that after having 
kept prices steady without the use of gold for some appreciable 
time, we should be rather loth to abandon it and to follow a tide 
of involuntary inflation by linking ourselves once more to gold, 
which by hypothesis would have just been depreciating sub- 
stantially. I believe that currency reformers will experience 
much less prejudice and hostility when it is a question of letting 
sterling go above its old gold value rather than of keeping sterling 
below it. I believe many people in the City of London have 
much more feeling about the return to parity than they have 
about sticking there, when it is once attained and not going above 
it. For instance, Sweden, it has been reported, in the last week 
or two has decided upon a new policy of convertibility by which 
the krone will not be allowed to fall below the old gold parity, 
but with no provision, however, to prevent its rising above it. 
This is a return to the gold standard in its most harmless form. 
To undertake that the value of the currency shall not fall below 
its old parity, whilst allowing the value of the currency to rise 
above it, is quite possibly the most practicable solution. It 
would be sound policy in the United States at this moment to 
maintain convertibility, but at the same time to close the mints 
to further foreign gold. A plan of maintaining convertibility 
into gold at a fixed ratio, but of not accepting further gold into 
the mints when gold is redundant and depreciating, may prove 
the right compromise between old and new wisdom. If we return 
to the old gold parity, I would prefer that compromise to the 
plan which Mr. Hawtrey suggests. I do not suggest that his 
would not be an improvement, if it came into operation, on what 
we have had in the past. But the practical difficulties operating 
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against it are far greater than those operating against the alter- 
natives which I myself prefer. 


Lorp MILNER 


At this late hour you will be gratified to hear that I do 
not propose, myself, to enter at any length into the discussion 
of the very interesting subject on which previous speakers 
have dilated; but I think you will all feel that we have had a 
most interesting debate, and you will all wish that I should 
express on your behalf our appreciation of the skill and lucidity 
with which the several speakers have put their different points 
of view before us. They were all very polite to one another, 
and a superficial listener might have thought that there was a 
great deal of underlying agreement in their points of view. I 
am not a sufficient authority, myself, to say whether that is so 
or not; but personally I shall carry away from this discussion 
the impression that there is, after all, neither that unanimity 
which might have been presumed from the politeness referred 
to nor any great likelihood of that strong and determined action 
in a particular direction which Sir Charles Addis seemed to 
prognosticate. It may be because I am inexpert as an economist 
and belong, if I belong to anything, to the much-despised class 
of politicians, that I feel a certain sympathy with that thoroughly 
inconsistent attitude on the part of the Government to which 
Mr. Keynes humorously alluded. Fortunately, I do not belong 
to the Government any longer, but I am sure that if I did I 
should be prepared to burn any amount of incense on the altar 
to the gold standard, or at any altar, provided I was not asked to 
take any step which might tend, at a time like the present, to 
increase, either by much or by little, or run any risk of increasing, 
the depression of trade, the slackness of production, and the 
great mass of unemployment, and therefore I am not sure that, 
as I say, a perhaps somewhat cowardly and certainly not very 
logical attitude is not more or less defensible after all. 

Now, I am not going to make a speech. I will only ask you, 
therefore, to join with me in giving a hearty vote of thanks to the 
speakers, and I should like to express the feeling that those who 
have listened to the discussion, as I have tried to, to the best of 
my ability, very carefully, will find a great deal to think about 
in what they have heard to-night which will well repay serious 
reflection. 
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THE MONETARY POLICY OF THE FUTURE 


ALTHOUGH it would seem eminently desirable after three 
years of intense depression, when industrial reserves are running 
low, bankruptcies are multiplying, and the business atmosphere 
is everywhere unsettled, that all possible stimulus and encourage- 
ment should be given to industry, and that therefore monetary 
stringency should at present be avoided, there will come a time 
in the process of recovery when the continuance of easy credit 
would lead to disastrous inflation. A stage will be reached when 
a clearly defined policy will be necessary in order to avoid such 
inflation and at the same time ensure the utilisation of bank 
credit to the best advantage of society. The purpose of the 
following notes is to look forward to this period of comparatively 
high industrial activity and discuss certain lines along which 
credit policy might then be moulded. 

If it may be assumed, as seems reasonable, that the whole 
of the economic world is agreed upon the desirability of securing 
some degree of stability in the general level of prices,’ the problem 
then becomes essentially that of determining what degree of 
stability might be considered a practical aim, and how such an aim 
may be translated into a clear index for the use of the Bank 
Court in fixing the bank rate. Two alternative criteria suggest 
themselves : the one defined by Professor Sprague of Harvard as 
discount policy ‘‘ would not be concerned with permanent changes 
in prices. . . . It would aim merely at lessening price fluctuations 
within particular business cycles, checking somewhat the upward 
movement and thereby lessening the subsequent decline.” ? 
Under such a system the long-period ‘“‘ normal ”’ would thus be 
left to hazard; but, at all times, the actual current trend would be 
prevented from attaining any degree of rapidity. This index 
will be termed, in what follows, ‘“‘ the floating normal.” 


1 If the reader is inclined to disagree with this statement, might I be allowed 
to fall back for support on acollection of opinions which I have recently made on 
behalf of the International Association on Unemployment, and published in 
the form of a report on “ Control of Credit as a Remedy for Unemployment.”’ 
The present article is intended largely as a development of that report, in which 
I was unable to express fully my personal views. 

2 The American Economic Review, March 1921, p. 24. 











178 THE ECONOMIC JOURNAL [JUNE 


The alternative index is capable of clearer definition. It 
would entail the adoption of an unchanging long-period “ normal ” 
with the restriction of fluctuations within certain limits, say, 
3 per cent., either way, of that normal. In practice, it would 
mean that whenever the price level rose more than 3 per cent. 
above normal, the bank rate would be raised ! to bring it within 
the appointed limits. The reverse process would take place if a 
fall of 3 per cent. below normal were reported. This criterion 
will be termed below : ‘“‘ the rigid normal.”’ 

One essential difference between these two indexes should be 
noted here. The “ floating normal” would permit a long- 
sustained movement of the price level, either rising or falling, 
provided it were gradual. In other words, it would allow the 
continuance of either prosperity or slight depression over long 
periods of time. On the other hand, the “ rigid normal ” would 
break up such a swell and subsidence into smaller wavelets; for it 
would change the trend of prices every time divergence from the 
normal became pronounced. 

Such an inflexible index as the one described above almost 
inevitably meets with immediate disfavour through the impression 
it creates of imposing undesirable restraint. However, to accuse 
an index of rigidity is, it seems, as reasonable as to lay the 
same charge against a protective rail on a precipice. The 
accusation is well founded only if the means for securing that 
rigidity are detrimental, or if, once secured, the results themselves 
do not prove satisfactory. It would be well, therefore, to. start 
from this basis of reasoning and endeavour to determine, first, the 
benefits which may be gained from maximum stability and, 
secondly, the means for giving it effect. 


The Gains and Losses accruing from Stability 


The purpose of the following section is, then, whilst touching 
on certain aspects of stabilisation, to determine which of the indexes 
defined above might yield the maximum of benefit without 
introducing corresponding inconveniences. 

The primary object of price stabilisation is to avoid fluctu- 
ations in industry which lead at one stage to speculation and the 
waste incident to easy gains, at another to bankruptcy, loss, 
anxiety, unemployment. Which of the two indexes above may 


1 This would be accompanied, if necessary, by the sale of securities or by 
the application of other devices whereby the Bank of England secures effective 
control over the market rate. These measures would be continued until they 
had the required influence over the movement of prices. 
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be expected to secure this purpose more fully? In order to 
solve such a question, it would seem necessary to examine some 
of the more popular explanations of trade cycles and in each case 
to compare the effect of the two indexes in counteracting the 
cyclical factors involved. 

The hub of many popular theories is the state of confidence 
in business. Optimism and pessimism tend to generalise them- 
selves and become cumulative. For industries and firms are 
interdependent to a very high degree, each unit being a customer 
or vendor to scores of others. Captains of enterprise are in fre- 
quent personal touch, read the same trade literature, watch the 
same signs. Thus, the state of confidence in business tends to be 
a communal force affecting all alike. Any factor influencing it 
in any way has a powerful bearing on the development of 
trade. 

Price movements constitute such a factor, since they are 
accepted by a large majorit: ou: a sign of market conditions, a 
downward trend dictatin, Jaution, an upward trend restoring 
hope. The mere restraint of the rapidity of movement does 
comparatively little, however, to destroy this tendency to fluctu- 
ating confidence. On the other hand, the existence of a rigid 
normal price level is absolute guarantee that, whatever the current 
trend may be, it is no cause for either speculative extension or 
undue pessimism. J uture prospects in the matter of costs and 
prices are roughly known for as many years ahead as the “‘ normal ” 
is guaranteed. Hence the stablising influence of the rigid normal 
system would appear greater than that of the floating normal 
in counteracting the effect of fluctuating business confidence. 

Closely associated with the above theory is that of over- 
capitalisation. In the early stages of revival, after a serious 
depression, there arises a sudden demand for capital expenditure ; 
the period is particularly favourable to new expansion because 
costs and interest rates are low, reserves of machinery and plant 
have been used up during the depression and require renewal, 
prospects are improving, and future costs seem likely to exceed 
the present. ‘The expansion continues until nearly the end of the 
boom, when costs are rising and the product of the new capital 
outlay is coming on the market in sufficient quantities to prevent 
prices from soaring further. The tide turns and goods glut the 
market, causing a standstill in the productive process.? 

To start at the beginning of this argument again, it will 


1 There are numberless varieties of theories containing elements similar to 
this, but diverging as to points of emphasis. 
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be seen that no general burst of capital expansion is possible unless 
one postulates a long period of depression preceding it and the 
prospect of a correspondingly active future. Now these conditions 
are possible with a system which takes no account of the long 
period trend of prices; but this is certainly not the case with 
the rigid system, because the latter would yield small and frequent 
fluctuations rather than long-continued movements. 

A further exaggerating feature on which emphasis is frequently 
laid in explanations of cyclical phenomena, is the tendency to 
accumulation of stocks during a period of rising prices, followed 
by a rapid liquidation in the slump. Merchants and retailers, 
anxious at all times to satisfy their customers’ every whim through 
the range and variety of their wares, willingly take advantage 
of a period of rising prices to attain their end, since the appreciation 
of the monetary value of the stocks during such a period compen- 
sates the interest payable on the capital outlay. The process is 
reversed when prices fall. The greater the stability of prices at 
any period, or rather the greater the certainty of their remaining 
stable, the less is the incentive to increase or reduce stocks, 

Past observations have shown that the more the average 
level of prices fluctuates, the greater becomes the spread between 
individual commodity prices. This price dispersion may reason- 
ably be taken to indicate that certain industries boom and 
expand more rapidly than others when trade in general booms. 
Hence, theorists who attribute cyclical depressions to the over- 
extension of certain individual industries would probably agree 
that the nearer it is possible to approach absolute stability of the 
average level of prices, the less probable is the undue expansion 
of any individual unit in the group; the stabilisation of industry 
in general would materially assist the stability of the separate 
productive units. 

Finally, the monetary theorists depend essentially for their 
solution on price stability. Accepting for the most part that 
the factors enumerated above combine their cumulative forces 
towards activity or depression, they show that the industrial 
machine, so driven, rocks to and fro, controlled alone by monetary 
restraints. The more infrequent the application of the check 
the more extensive and dangerous the oscillation. Again, the 
rigid normal with its minor fluctuations would seem to yield the 
most efficient check to this disequilibrium. 

Apart from meteorological explanations, it would seem doubt- 
ful whether there is one theory yet expounded which fails to find 
some measure of solution in the restraint of fluctuating prices; 
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and, in almost every case, the rigid normal would show itself a 
much superior stabilising force than the floating normal with the 
mere restraint of rapid fluctuation. 

But how far is maximum stability desirable? The term 
itself, “‘ stabilisation,” is unfortunate in that it seemingly infers 
stagnation, if not compression. In point of fact it means expan- 
sion, stable motion, as it were. An athlete’s muscular develop- 
ment is greatest when he avoids excessive exercise or diet with the 
consequent relapses; in his case stability of growth will yield 
the greatest average progress. So with industry; stabilisation 
of the process of development will give the greatest ultimate 
expansion. 

Essentially the stabilisation of prices implies the scientific 
adjustment of purchasing power to conform exactly with the 
increase of production. It thus facilitates that proportion of 
development which may be considered healthy. What it does 
purport to restrain is that part of enterprise which can only 
thrive when rising prices yield an excess profit—a kind of growth 
which is not only uneconomic in itself, but leads to ultimate 
reaction and collapse. Again, its purpose is to hinder the storing 
up of stocks through speculative purchase, a condition which 
actually reduces consumption whilst it operates and clogs the 
industrial process when depression comes. Finally, it eliminates 
the alternation of expanding and contracting credit, the one a 
stimulus to every kind of enterprise both good and bad, the other 
a form of almost physical contraction of consumption and restraint 
of trade activity. 

If, therefore, the sobriety of the future progress is likely to 
yield more constant gains than the somewhat inebriate oscillations 
of the past, the measure of this success will be great in proportion 
as stability of motion is secured. The conclusion seems reasonably 
clear then that, by virtue of its superior stabilising capacity, 
the rigid index described above would give more satisfactory 
results than the “ floating normal” index. Are there any other 
reasons for its adoption ? 

The Table below, giving the number of industrial disputes 
per annum from 1900 to 1923, shows that there is a strong tendency 
to increase in the number of disputes either during rapid fluctu- 
ations of the price level (1907, 1920) or towards the end of a long 
period rise in the cost of living (1913, 1918-1920). Let these 
statistics be translated with a little imagination into discontent, 
impoverishment and despair, and one is left with a very cogent 
argument for securing the maximum of stability. 
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Number of disputes Wikdleaiie 
Year. commencing during yaar 
3 prices. 
year. 
1900 648 75 
1901 642 —6 70 —5 
1902 442 — 200 69 —1 
1903 387 — 55 69 
1904 354 — 33 70 +1 
1905 358 + 4 72 +2 
1906 486 + 128 77 +6 
1907 601 + 115 80 +3 
1908 382 — 219 73 —7 
1909 422 + 40 74 +1 
1910 521 + 99 78 +4 
191] 872 + 351 80 +2 
1912 834 — 38 8 +65 
1913 1,459 + 625 85 
1914 972 — 487 85 
1915 672 — 300 108 + 23 
1916 532 — 140 136 + 28 
1917 730 + 198 175 + 39 
1918 1,165 + 435 192 +17 
1919 1,352 + 187 206 +14 
1920 1,607 + 255 251 + 45 
t= 
1921 763 — 844 155 — 96 
1922 576 — 187 131 — 24 
1923 611 + 35 130 -—1 
1 The Labour Gazette. 2 Sauerbeck, 


Other writers have stressed with force and conviction the need 
for avoiding fluctuations in price because their incidence is uneven 
and leads to injustice between debtor and creditor, stock-holder 
and debenture-holder, producer and consumer, tax-payer and 
State creditor. It has been estimated that the transference of 
ownership of real wealth in the United States as a result of the 
changing value of money has exceeded the value of confiscated 
property in revolutionary Russia. 


International Aspects 


Few will dissent from the statement that some degree of 
international collaboration will be necessary before stability both 
of internal prices and of foreign exchange rates can be secured. 
Since it will be essential, in order to obtain stability of the exchange, 
that all countries should follow the same price policy, such an 
international policy, to be effectively adopted, should be capable 
of clear definition. The ‘“ floating normal ”’ could never form a basis 
for the stabilisation of exchange rates unless all countries were pre- 
pared to follow blindly the price policy of a single chosen country, 
regardless of the suitability of that policy for their own industry. 
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The “ rigid normal,” on the other hand, is capable of clear and 
absolute definition. If it were adopted by Great Britain, any other 
country endeavouring to stabilise its currency in relation to 
sterling would know precisely to what price policy it was com- 
mitting itself. The probability of international action proceeding 
along such lines would be comparatively high. If it were success- 
ful, not only would exchange. stability be achieved, but also price 
stability over the whole area affected. Great Britain has for 
so many years taken the lead in matters of currency and banking 
that it seems unquestionable that were it to adopt a scientific 
index for the control of its money, the whole world, including the 
United States, would be drawn towards the adoption of similar 
policy and method. 

What more scientific index for the regulation of money could 
be found than the value of that money in terms of the general 
commodities it buys? When a purchaser asks for a gallon, an 
ounce, a yard, he receives the same measure day by day and year 
by year. Is it not reasonable that the most important measure 
of all, the one which is used in virtually every transaction, should 
also have at least some semblance of fixity ? 


Means for securing Stability 


If, therefore, from the purely logical standpoint, and from the 
point of view of assisting to eradicate certain of the worst evils 
of the present economic system—unemployment, business risk, 
social friction, injustice in the acquisition and transference of 
property, and crime 1—the “‘ rigid normal ” system yields specific 
advantages over the looser system, it would be well to consider 
the measures available for applying the former system, and the 
possible repercussions of these measures on trade organisation 
itself. 

The regulation of the general level of prices is only possible 
through the monetary factor, that is, by controlling the volume 
of loans issued to business men. The most universally eflective 
regulator of such issue is the price or “ fee ”’ payable for the use 
of the money borrowed, in other words, the market rate of dis- 
count. The problem of price control is therefore essentially that 
of influencing the market rate of discount. The movement of 
this rate may be influenced by the Bank of England, either 
through the bank rate, the rate at which it will lend to Joint Stock 
Banks by discounting their bills, or by affecting the cash reserves 


1 The Prison Commissioners regard the serious increase of crime in 1921 
to 1922 as principally a by-product of the industrial depression. 
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of Joint Stock Banks at the Bank of England. The latter method 
is the least obtrusive and disturbing, since it can be effected by the 
purchase or sale of securities or other assets held by the Bank of 
England. Hence in any policy of stabilisation it would be used 
as extensively as possible in order to avoid frequent fluctuations 
in the bank rate itself, the latter being applied only when the 
other method failed to restrain the price level within its appointed 
limits. 

How frequently changes in the bank rate would be necessary 
to restrain prices within the 6 per cent. limit of fluctuation 
suggested above seems impossible to estimate. If it were found 
after trial that changes were undesirably frequent, the limits 
might be widened. But there are at least two important factors 
which would facilitate control under the rigid normal system. 

In the first place, since instability is cumulative, so, in a 
sense, is stability itself. And whereas it may seem difficult to 
restrain a wild inflation or the consequent depression, the possi- 
bility of nipping in the bud a gentle two or three per cent. divergence 
from a recognised normal would seem much greater, particularly 
when it is considered that the instrument of control is the same in 
the one case as the other, and that its influence, though light, is 
at all times universal. 

Secondly, the psychological effect of a definite index would be 
strong. Whatever industry is led to anticipate is almost always 
realised. The expectancy of better times ahead leads to the very 
development of enterprise upon which the future prosperity 
depends. On the other hand, when confidence is shaken, depres- 
sion deepens. Stability, the midway state, also tends to strengthen 
by anticipation. 

In this connection it will be seen that merchants, dealers and 
brokers would be very directly influenced by a prospective move- 
ment in the cost of borrowing. When they are aware that the 
rise of prices beyond a certain point will cause an automatic 
increase in the rate of discount, they will prepare for such a move- 
ment by reducing somewhat their stocks and orders, a factor 
which will immediately reduce the tendency to rising prices. 
The clear definition of the index would thus greatly assist its 
application. 

One important objection to the rigid normal principle is that 
violent fluctuations in the price of a small group of commodities, 
due to wars, strikes or other general upheaval, might throw the 
common average out by several points, and that, were the policy 
of stabilisation continued, all industries except the ones which 
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benefited by the new demand ‘would have their price levels 
depressed to compensate the extravagant local rise. It would 
seem that this difficulty ought to be accounted for in determining 
the principles which should guide the detailed application of the 
index. The controlling authority would presumably have 
discretionary powers to suspend temporarily the operation of 
this index in cases of real emergency and await a time of 
“normalcy ” before attempting to recover the initial price 
position. In a certain sense, one purpose of clearly defining the 
index would be to strengthen the hand of the Bank Court against 
possible, though improbable, industrial and political pressure. 
The idea that the Court is not competent to direct its policy with 
discretion and ability, according to any index which it may con- 
sider sound, is, of course, absurd. 

The principal conclusion indicated in the foregoing notes is 
that social interests would best be served by the maximum of price 
stability consistent with some degree of stability of the bank rate 
itself. The compromise would be effected by rendering more, or 
less, elastic the limits of permissible divergence of the price level 
from the fixed normal, these limits being initially experimental. 
The solution would be weighted heavily in favour of stability of 
price, since fluctuations in the volume of credit itself cause much 
more universal dislocation than mere changes in the price of that 
credit. 

The resumption of the gold standard would have an important 
bearing for this or any other scheme of price control, and might be 
examined in conclusion. 


The Gold Standard in Relation to Price Stability 


One point perhaps neglected in the discussion of the problem 
of the post-war gold standard is that the latter will bear little 
resemblance to the pre-war system. Owing to a considerable 
change in legal reserve requirements in the United States, to the 
economy of gold in other countries through the substitution of 
paper circulation, and to the inability of certain States to resume 
the standard, there will be a large world-surplus of gold which may 
act as a basis for inflation. In fact, if the banks revert to the use 
of the reserve situation as their principal criterion, inflation will 
unavoidably follow. Owing to this fioating surplus of gold, the 
post-war gold standard must for many years be a “ managed 
currency,” as is that of the United States at the present time. 
Moreover, it will have to be managed in precisely the same way as 
a paper currency. 
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A serious risk in the resumption of the gold standard would 
be that the controlling authorities in different countries might fail 
to realise this important point—the need for managing the 
currency according to post-war principles—and might com- 
placently revert to their pre-war habits. As already indicated, 
the use of the reserve situation as principal criterion would lead 
immediately to disastrous inflation. And were the majority of 
countries to follow such a policy it would be exceedingly difficult 
for any single country to stand against it. Any nation endeavour- 
ing to restrain the rise of prices within its own borders in the face 
of a world boom would immediately be flooded with gold from other 
centres. It would either have to be prepared to bear the expense 
of this burden of gold in the face of criticism and the demand for 
easy credit, or it would have to join the general inflationary 
movement. 

The process of resumption itself would not be without its risks. 
There are four conditions which, jointly or severally, would permit 
Great Britain to restore its gold basis : devaluation of sterling ; the 
opposite, valorisation of the dollar; a fall in British prices; a 
rise in American prices. If the first three may be ruled out as 
improbable, we are left with the most probable, though still 
undesirable—a rise of prices in America. Such an occurrence 
would in present circumstances almost inevitably lead to specula- 
tion, over-extension—everything, in fact, that goes with an 
inflationist boom—in the United States. It would almost inevit- 
ably be followed by reaction and falling prices. Now if, at the 
peak of such a boom, Great Britain were to resume the gold 
standard, thereby tying itself to the American price level, it would 
share the American depression through having its own price level 
forced down in sympathy. The United States being the more 
industrially powerful, and possessing an unlimited power to drain 
away the gold basis of other countries, would drag Great Britain 
with it. 

Thus the sacred monetary link of gold appears to be in 
danger of becoming nothing but a gilded shackle. It would 
unquestionably mean a sacrifice of freedom. The only way in 
which the risks of such a step could successfully be met would be 
by complete collaboration on an international scale. Agree- 
ments would have to be made as to the distribution of the world’s 
supply of monetary gold, with a view to preventing inconsequent 
dabbling in the gold market by newly resuming States, or the 
equally dangerous abandonment of the standard by others. Even 
that would not avoid the necessity of “‘ managing ”’ the currency 
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internally and disregarding the reserve ratio as criterion for 
several years to come. 

For all these risks, precautions, and possible expenses there 
appears to be no compensation. The existing system in Great 
Britain is inexpensive, efficiently controlled and, most important 
of all, gives absolute freedom in the pursuit of an independent 
price policy. ; 

It may be said, perhaps, that the return to the gold standard 
will enable London to recover its prestige in international banking 
and lead to still more flourishing prosperity in the profession. But 
since banking has always been, in the true sense of the word, a 
profession, in that it has considered its first duty to be the service 
of the industrial community at large, there seems little likelihood 
of purely sectional interests interfering with whatever may be 
considered the wider interests of society. Moreover, the progres- 
sive attitude would seem to be the only salutary course in present 
times. Great Britain has always set the fashion in banking, and 
there is every probability of its continuing the rdle, not, it seems, 
by preserving an obsolescent institution, but rather by sensing and 
seizing on the spirit of the age. Throughout Europe a violent 
revulsion has arisen against the chaos of fluctuating currencies. 
“ Stabilise prices ” is the text of every economist of note—Gide, 
Cassel, Bruins, Bonn, Wicksel, Stuart, Ansiaux, Mises. The Genoa 
Conference states: ‘‘ The essential requisite for the economic 
reconstruction of Europe is the achievement by every country of 
stability in the value of its currency.” 

It would seem unquestionable that were our country to give 
the lead by defining clearly the principles on which its currency 
is in future to be guided, the whole of Europe would endeavour 
to fall in line. The machinery for this complete accord would be 
the simplest imaginable. Every country which undertook to 
stabilise its exchange with sterling would thereby bind itself 
to the same price policy, and were that policy well conceived, 
not only would our own country benefit thereby, but every other 
land which looked to us for guidance. 

J. R. BELLERBY 


No. 134.—voL. XxxXIv. re) 











BIRTHS AND POPULATION IN GREAT BRITAIN 


TuE fall in the birth-rate of Great Britain since 1876 and the 
decrease in the actual number of births per annum since 1903 has 
had, and must continue to have, far-reaching results on the age- 
constitution of the population. It is interesting to inquire what 
birth-rate is necessary to prevent a decrease of the population, 
and what would be the ultimate age-distribution in a population 
in which the number of births was constant and the death-rates 
stationary. To simplify the investigation we will assume that 
there is no emigration or immigration. 

As the starting-point we will take the age-distribution as 
shown by the Census of 1921, the death-rates as those in England 
and Wales in 1910—12,1 and the number of births as the average 
of the three years 1921-23 in Great Britain. Owing to the lack 
of a Census in Ireland in 1921 the inquiry is confined to Great 
Britain. 

It is obvious that if the death-rates are unchanged a decrease 
in the number of births must ultimately result in a decreasing 
population, but the interaction and balance of varying birth- 
and death-rates are by no means easy to perceive @ priori, though 
they are not difficult to compute. The age-distribution of 1921 
was the result of a number of variable factors. Persons born 
before 1876 were the survivors of the period before either the birth- 
or death-rate diminished. Persons aged between 18 and 45 at 
the Census were originally as numerous year by year as their 
predecessors, and the death-rate had fallen throughout their 
lifetime.2_ There were therefore markedly more women at these 
ages than at previous Censuses, but the men were decimated by 
the war. All classes over 18 years were depleted by emigration, 
but the men suffered a greater loss than the women from this 








cause. The age classes born after 1903 were year by year less 
numerous, and the births in the war years were abnormally low; | 
the diminution in births was compensated as regards about one- 

third by reduced infant mortality. The composition of the popu- | 
lation in 1921 was therefore abnormal, and its abnormalities | 
result in a small death-rate, for the population under 5 years and | 


1 Life Table No. 8 for England and Wales. 
2 See Table of Births and Deaths below. 
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over 65 (which contain the age groups whose mortality is high) 
were small relatively to the population between 5 and 65 (where 
the mortality is low). Hence we have the phenomenon of a 
considerable natural increase combined with a diminishing number 
of births. 

Whatever the number of births may be in subsequent years, 
we already know the starting position of the classes who will be 
aged 8 or more in 1931, 18 or more in 1941 andsoon. No further 
reduction of infant mortality can affect these groups, and since 
the death-rate between the ages 5 and 45 never exceeds 15 per 
1000 and 11 per 1000 for males and females respectively, there 
is little room for reduction for these classes except for some 
saving of deaths from phthisis. In fact the numbers of persons 
of working ages in 1931 and 1941 could be known with fair 


THE POPULATION OF GREAT BRITAIN. 


On the hypotheses that the annual number of births is the same as in 1921-23, 
that death-rates are as in 1910-12, and that there is no migration. 














Thousands. 
MALEs. 

Ages, 
1921. 1931. 1941. 1951. 1971. 1991. 2011. 
0-15 6,011 5,666 5,788 5,788 5,788 5,788 5,788 
15-45 9,358 10,241 10,690 10,726 10,564 10,564 10,564 
45-65 3,949 4,463 4,538 4,954 5,381 5,389 5,389 
65- 1,103 1,386 1,737 1,862 2,110 2,191 2,223 
Total 20,421 | 21,756 | 22,753 | 23,830 | 23,843 | 23,982 | 23,964 
15-65 13,307 | 14,704 | 15,228 | 15,680 | 15,945 | 15,953 | 15,953 




















FEMALES. 

0-15 5,929 5,585 5,713 6,713 5,713 5,713 5,713 
15-45 10,657 | 11,125 | 10,974 | 10,683 | 10,515 | 10,515 | 10,515 
45-65 4,279 5,125 5,595 5,949 5,797 5,676 5,676 
65- 1,480 1,790 2,247 2,602 2,991 2,860 2,836 





Total | 22,845 | 28,625 | 24,529 | 24,947 | 25,016 | 24,764 | 24,740 


15-65 14,936 | 16,250 | 16,569 | 16,632 | 16,312 | 16,191 | 16,191 
20-45 8,643 9,182 9,138 8,847 8,679 8,679 8,679 


Total M. &F.| 42,766 | 45,881 | 47,282 | 48,277 | 48,859 | 48,696 | 48,704 














Percentages. 
0-15 M. & F. 28 25 243 24 234 234 233 
15-65 M. 31 32 32 324 324 32} 32} 
15-65 F. 35 36 35 344 334 33} 334 
65- M.&F. 6 7 84 9 104 103 10} 
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accuracy if the emigration rate could be forecasted. So far as 
problems of employment are concerned, the figures in the table 
for 1931 and 1941 give maxima, from which emigrants (already 
numerous in 1921-23) are to be subtracted. Owing to the 
reduction in the number of births, the number of boys and girls 
coming year by year into the labour market has already fallen 
and will fall further. There will be a special diminution about 
1932, when the children born in 1917 and 1918 are of working 
age, and from 1932 to 1938 the number of recruits will be trifling. 
So far there is little doubt in a forecast of the maximum population, 
and we can also anticipate decade by decade a reduction in the 
age groups reached by the children born in the period 1903-1923. 
In the Table, for example, this is shown in the reduction in the 
numbers of women aged 20 to 45 in 1941 and 1951. 

The lower part of the Table shows the rate of progress on our 
hypothesis towards the distribution which would result from a 
stationary number of births. The proportion of children under 
15 falls rapidly to 1931 and then slowly to 1971, at which date 
the final distribution so far as broad categories are concerned is 
approximately reached. The excess of women over men, due to 
the war losses and to emigration, is gradually reduced. The main 
part of the Table shows that whereas women of 15 to 65 were 
12 per cent. more numerous than men in the same age group in 
1921, in a stationary population the excess would be only 1} per 
cent. The total of men and women aged 15 to 65 is from 66 to 
68 per cent. of the population throughout. The evident move- 
ment is the replacement of the young by the old. The active 
members of the population will be supporting the survivors of a 
former generation in place of a rising generation. 

The growth of the total population of Great Britain was 10 per 
cent. from 1901 to 1911, and 4-7 per cent. from 1911 to 1921. 
If there was no emigration the growth would be 6 per cent. from 
1921 to 1931, about 4 per cent. from 1931 to 1941, a little over 
2 per cent. to 1951, and thereafter there would be a very slight 
increase to a maximum circa 1971, followed by a trifling fall— 
always, of course, on the hypothesis of constancy in number of 
births and unchanged death-rates. 

The preceding estimates and conclusions depend to some 
extent on what is the number of births taken as constant. The 
following statements are independent of this number, but still 


1 This point is examined more closely in a forthcoming book by the authors 
of The Third Winter of Unemployment, where more detailed tables are given 
for 1931 and 1941, 
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depend on the continuation of the 1910-12 death-rates. The 
stationary population is 53-4 times the number of births. The 
death-rate, which equals the birth-rate, is 18-7 per 1000. If 
we take, as we reasonably may, women between 20 and 45 years 
as the number of potential mothers, a number which is much 
more important in relation to births than any other, we find the 
birth-rate per 1000 of them to be 106, which is equivalent to about 
2:6 births per woman in her lifetime, and of course to a larger 
number if the sterile are excluded. This rate is necessary to 
continue the stationary population, and with a lower rate the 
population will diminish. 

Returning now to the actual figures, the birth-rate per 1000 
women aged 20 to 45 was in 1911, 122, in 1921, 115, in 1922 about 
105, in 1923 only about 101. In 1931, when the number of women 
of these ages will be greater (since they were born when the number 
of births was still high), a rate of only 99 would be required, and 
in 1941 only 100, but by this date the number of women at the 
earlier and more fertile ages would already be at the minimum. 
We may therefore expect some increase in the number of births 
in the next few years, unless whatever causes are responsible for 
the low rates of 1922 and 1923 continue to be effective. 

In this connection the experience of France is relevant and 
interesting. 





STATIONARY POPULATION 























FRANCE, ae roar 2011 ; 4 
Distribution in 1911. as in the —— in the Table 
— a 
Ages. Males. Females. | Persons. Males. Females. | Persons. 
0-15 13-0 12-8 25-8 11-9 11-7 23- 
15-65 32-4 33-5 65-9 32:8 33-2 66-0 
65- 3-7 4-6 8-3 4:6 5:8 
Total 49-1 50-9 100 49-3 50:7 100 
20-45 _— 18-7 — — 17-8 — 
Birth-rate, 1909-11 : 
Per 1000 population + « Fes 18-7 — _- 
= women 20-45. . 104 106 -- oo 
Death-rate 1909-11 . . . . 19:0 18-7 — -- 











Population, 1891 38,133,000 —- 
1901 38,451,000 _— 
1911 39,192,000 — 








With a very slow increase in population France had reached a 
nearly stationary condition very similar to that obtained in our 
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hypotheses, but with a rather larger proportion of children and a 
corresponding smaller proportion of old people. 

An important conclusion from the statistics relating to great 
Britain is that at the birth-rate (per potential mothers) of the 
years 1921-23 the population will ultimately diminish if there is 
any emigration, unless the death-rates fall further. As a fact 
emigration on a considerable scale took place in the past three 
years, and with the present rates of births, deaths and emigration, 
the population of Great Britain would increase to 45 or 46 
millions about 1941 and then diminish. 


Great Britain 

















Births. Deaths. 

Date, Number, Rate per 1000 Number, Rate per 1000 
average. 000’s. of population. 000’s. of population. 
1876-80 1012 35-3 595 20-7 
1881-85 1019 33-5 591 19-4 
1886-90 1009 31:5 608 19-0 
1891-95 1034 30-5 635 18-8 
1896-1900 1052 29-3 636 17:7 
1901-05 1071 28-2 612 16-1 
1906-10 1039 26-1 591 14-9 

Years. 
1912 995 24-1 559 13-6 
1913 1002 24-0 578 13-9 
1914 1003 23-9 590 14:0 
1915 929 — _ — 
1916 895 — — _— 
1917 767 —- — — 
1918 761 — — — 
1919 799 19-2 579 13-9 
1920 1095 25-8 534 12-6 
1921 971 22-7 525 12:3 
1922 895 20-8 560 13-0 
1923 870 20°1 508 11:7 
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THE TRUE BASIS OF PROTECTION FOR INDIA 


Mucu has been and is- being written in these days about 
the soundness of free trade principles, about the advisability of 
an Imperial Preference Scheme, and also about Protective 
Tariffs for India. The Fiscal Commission has committed the 
country to a revision of tariffs without quite clearly realising the 
nature of the issues at stake, or appreciating the trend of the 
policy of industrialism which the Western nations are following 
to-day and the Commission desire to secure for India by pro- 
tective tariffs. We have a Tariff Board listening on the one 
hand to the clamorous demands of every Indian industry to get 
protection by high tariffs; on the other hand to the wails and 
the warnings of commercial interests that show consternation 
at the sacrifice of Indian consumers’ welfare and the dislocation 
of trade. We have also been listening to the immense possi- 
bilities of an Imperial Preference Scheme linking together the 
dependencies and the self-governing colonies into a solid Empire, 
the pattern of the kingdom for whose advent men have hungered 
and thirsted for generations. 

I have no desire on this occasion to enter the lists in a spirit 
of combativeness. I only plead for a little clearness of thinking 
on these questions. Let us realise what industrialism to-day 
means for Europe. 

Industrialism in the West has meant the cessation of self- 
sufficiency for the countries with highly developed industries ; 
this is not unwelcome in itself if only the economic resources of 
the world were co-ordinated on a basis of mutual confidence and 
friendship between the nations. But to-day the economic 
affairs of the world are in a muddle. The leading countries of 
Europe have become bankrupt; the fluctuations in the exchanges 
make all international commerce difficult; the forces that were 
behind the war of 1914 were economic forces; it was a war 
fought by capitalist empires for the furtherance of capitalistic 
designs; nobody now thinks of parading the old cant about 
righteousness and justice; and these economic forces to-day 
threaten the peace of Europe even more seriously than they did 
in 1914. The necessity for exploiting the economic resources 
of the world—at any rate of the backward and defenceless tracts 
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—is becoming even more stringent. Serious thought in Great 
Britain has turned restlessly in various directions for the solution 
of the problem of an overgrown population dependent for its 
existence upon the export of manufactured goods which an 
impoverished world cannot buy. There is a cry of “back to 
the land,” growing more wheat, and fostering agriculture; there 
are solemn preachings about the exercise of prudential restraint ; 
there is the growing fear that a diminution in the supply of raw 
materials synchronising with growing unemployment might 
precipitate a crisis. 

One might obtain an insight into how the psychology of 
Western industrialism to-day rests on the economic exploitation 
of backward countries by recalling to mind a more or less parallel 
incident in the economic history of England itself. The enclosure 
of common lands in England was proved to be good because it 
made the lower classes work and so improved their character. 
“Moral effects of an injurious type accrue to the cottager,”’ it 
was said, “ by a reliance on the imaginary benefits of stocking 
in common.” The possession of a cow or two with a few geese 
exalted the peasant above his brothers in the same rank; in 
sauntering after his cattle he acquired a habit of indolence. 
Sometimes half and even whole days were lost. Labour became 
disgusting; and at length the sale of a half-fed calf or hog fur- 
nished the means of adding intemperance to idleness. It was 
necessary to save men from such consequences by enclosure of 
common lands; and so in our times, when nobody takes the 
argument seriously in the sphere of English economic history, 
the same type of reasoning is reproduced on a large scale for 
exploitation of the resources of the colonies and dependencies. 
Mr. Chamberlain in 1903 in a speech in the House of Commons 
observed: ‘‘ The progress of the native in civilisation wiil not 
be secured till he has been convinced of the necessity of labour,” 
and a useful method of convincing natives is first to take from 
them the land from which they derived their livelihood, to 
confine them to “ reserves ” within which they can obtain only 
a meagre livelihood for a few, and to tax them for an amount 
which can be paid only if they work for wages. Lord Milner in 
1920 confirmed this zealous anxiety of the Englishman to look 
after the Africans. “Left alone the majority of adult men in 
the native reserves live a life of idleness, drunkenness and vice.” 
“ Encouraged and taught to work the native sees the advantage 
of earning money, and this is for the good of the Empire and for 
the good of the native whom we protect.” 











1924] THE TRUE BASIS OF PROTECTION FOR INDIA 195 


This is the industrialism that the West offers to us. Shall we 
blindly adopt it and follow in the footsteps of the Western 
countries, demanding protection to enable us to enter the world 
market as one more competitor in the mad rush for profit-making, 
dumpirg our surplus goods on the foreigner and claiming not raw 
materials—have we not more than enough of these ?—but gold 
in exchange which we shall never get? The Fiscal Commission 
works under that idea. The dissenting minute says in so many 
express words: “‘ We would place before the country the goal 
to be aimed at, namely, that India should attain a position of 
one of the foremost industrial nations in the world, that instead 
of being a large importer of manufactured goods and exporter 
mainly of raw materials, she should so develop her industries as 
to enable her within a reasonable period of time, in addition to 
supplying her own needs, to export her surplus manufactured 
goods.”” We do not desire to have protection for an indus- 
trialism of the Western type, militant, aggressive, that rests on 
a pplicy of exploitation, as Britain has done in India, as Belgium 
did in the Congo and Japan in Korea. 

The only true and sound basis on which India can demand 
protection is the claim for economic self-sufficiency. There was 
a time when this country had a population fairly equitably dis- 
tributed between agriculture and industries, between villages 
and the towns, able to provide all its wants from within itself. 
In this land of political vicissitudes the country has hitherto 
been subjected to many a change in her rulers; the Hindu was 
replaced by the Pathan, and the Pathan by the Moghul, and the 
latter in turn by the white trader from across the seas. But all 
throughout the ages her social and economic institutions retained 
their vitality, creating conditions of simple plenty and a scheme 
of stable social relations in which the different parts of the social 
organism were linked together by ties of co-operation enforced 
under the highest religious sanctions. These conditions alone 
made possible the creations of art and beauty that found expres- 
sion not only in the temple architecture, but also in the com- 
modities of daily use for the mass of the population. It is these 
stable institutions, resting on social customs and traditions 
inherited from a dim antiquity, that have been thrown into the 
melting-pot by the introduction of cheap machine-made goods, 
an alien method of administration, a fiscal and currency policy 
that deprives the people of the very requisites of economic 
development while it fosters a one-sided dependence on foreign 
manufactures. India to-day has lost that equilibrium, that 
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self-sufficiency, that freedom from a one-sided economic depend- 
ence that can only degrade the nation as it degrades the individual, 
and she claims to enter into her own, to enjoy the privilege of 
which she has been disinherited, to regain that sense of self- 
sufficiency which is the foundation of all that is great and good 
both in the individual and the nation. International commerce 
between nations that are equal in status, enjoy equal oppor- 
tunities of making free contracts, that exchange not raw materials 
for finished goods, but goods for goods of a similar kind, is alone 
beneficial to humanity; such commerce redounds to the mutual 
benefit of both parties to the exchange, but a one-sided trade 
relation in which a dependent country year after year parts with 
its very life-blood in the shape of food and raw materials to 
another country that gives its tawdry manufactures in exchange 
is the simplest type of economic exploitation, the obviousness of 
which escapes notice only by the magnitude of the scale on which 
it is carried on. The desire for economic self-sufficiency need 
not be the assertion of an intoxicated nationalism that identifies 
itself with a gospel of hatred and prejudice and suspicion; it 
need not be the expression of a self-centred national isolation, 
each nation for itself and consign the rest to perdition. The four 
centuries of economic evolution through which Europe has 
passed have produced to-day an anarchy in which nationalism 
can assert itself only by an aggressive militant attitude; this 
evolution has taken place in a soil from which all the healthy 
elements of medieval Christendom were deliberately uprooted. 
But India has had different traditions; her people have been 
born and bred in an atmosphere saturated with love and peace ; 
her social and economic institutions still bear the imprint of a 
past in which men were linked to one another by an exchange of 
co-operative efforts. For India the desire for economic self- 
sufficiency need not, therefore, mean what it may mean for 
exhausted and materially and morally bankrupt Europe. 
Commerce or exchange of commodities between individuals 
as between nations is healthy and mutually beneficial so long 
as the parties to this exchange are on a relatively equal footing 
in the conditions of bargaining. Free trade carried on under 
this assumption is the wisest policy, and interference by tariff 
walls or legislation may be mischievous. But where the con- 
ditions of bargaining are not equal, as in the case of a monopoly 
on the part of sellers or buyers for the purposes of internal 
commerce within a single country, no one seriously urges a 
laissez-faire attitude as justifiable under those conditions. As 
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between one nation and another the same principle applies. 
Trade between a subject country compelled to export its food 
stuffs and raw materials and the dominant power dumping its 
manufactured products can never be mutually beneficial; it is 
an exchange carried on under unequal conditions of bargaining, 
and no platitudes of free trade can ever undo the mischief wrought 
by this process of economic exploitation. Protection for the 
subject country is not a question of fostering infant industries ; 
it rests on the larger issue of making the conditions of bargaining 
more equal, and is therefore linked up not merely with questions 
of tariffs, but with questions of excluding foreign capital except 
on such terms as would correct inequalities and prevent exploita- 
tion. As in the case of the individual it is only on a basis of 
freedom from the cares and worries of finding daily bread that 
the structure of a larger life can grow and bear witness to the 
potentialities of the Divine elements, so in the life of nations. 
The potentialities of national greatness are smothered and the 
sources of the fuller life dried up where the political environment 
perpetuates a condition of economic dependence and reduces 
the people to toil and labour for feeding the over-grown population 
of an industrialised country. 

It follows that no price that this country has to pay can be 
too great for securing this end of self-sufficiency. We have been 
listening during these last few months to alarming tales about 
the sacrifice of the Indian consumers involved in a policy of high 
tariff rates, about the sacrifice of the agricultural interests, about 
the sacrifice of subsidiary industries themselves by protection to 
the basic industries. If the end we are desiring to secure is the 
freedom of the country from the trammels of an economic depend- 
ence artificially induced as the result of our railways, our fiscal 
policy, our currency experiments and even our educational 
institutions, then even assuming that this sacrifice has to be faced 
it is worth facing it. But the killing out of our handicrafts in 
the past by the advent of standardised goods from the West 
has entailed already a much heavier sacrifice than any which 
we may now have to face in the shape of increased prices. What 
needs to be most remembered to-day, when we se2m lost in a 
maze of tariff rates and in alarms about prices, is that protection 
does not simply mean the levy of heavy import duties, that it is 
not a question of tariffs alone, that protection involves the 
recognition of the fundamental principle that the function of 
the State is not confined to securing peace and order, but 
extends far beyond to the ordering and regulation of the material 
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conditions for the growth of a communal life. Protection at its 
best is the assertion of the principle that every social group calling 
itself a nation shall employ its organised efforts for securing the 
conditions that foster the highest social life of which the group 
is capable; and if during the days of war the Indian Government 
organised all its financial and economic resources for multiplying 
the instruments of slaughter and destruction, Indian public 
opinion might well insist that in peace these very resources 
should be utilised for the promotion of the economic well-being 
of the people not only by tariffs, but also by the promotion of 
technical education, by the organisation of pioneer industries, 
by the granting of loans and credit facilities, by the employment 
of the tax-payers’ money in the promotion of the tax-payers’ 
interests. 

The danger that looms ahead to-day for all Eastern countries 
is not the danger of political subjection, but the more insidious 
danger of economic subjection achieved in the name of those 
very political shibboleths of democracy and self-government 
which have held the West enthralled. A few Western nations 
to-day wield political and economic control over vast territories 
in Africa and Asia which contain resources in the shape of food- 
stuffs, cotton, rubber, vegetable and mineral oils and metals. 
The business firms behind these Powers, with the command of 
railways and roads, docks and shipping lines, may combine to 
work these tropical resources and export them to their home 
countries where flourishing industries will keep contented the 
large body of Western workers; and capital in the West may 
thus succeed in making labour a partner in a great sweating 
system which will replace the exploitation of the Western working 
classes by the exploitation of Asiatics and Africans. An oligarchy 
of bankers and financiers and business men working behind the 
Foreign Offices of a few great Powers might exercise and perfect 
a policy of economic exploitation under the guise of protectorates 
and mandatory powers, of trusteeship of weaker people alleged 
to be incapable of self-government, and might strengthen their 
hold upon their respective Governments by making them sharers 
in the booty and reducing the burden of taxation. This is the 
danger that the East has to face to-day—a danger that lurks 
even behind the jeremiads of our latter-day prophets who 
denounce Western economic civilisation in other ways. Take 
as an instance Mr. Norman Angell in If Britain is to Live, where a 
policy of winning over Soviet Russia and Turkey and the fallen 
foes and India and the African Crown Colonies is justified not 
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on grounds of Christian idealism and Christian ideals, but on 
grounds of economic safety and considerations of economic 
expediency. India need not be a “friend” of Great Britain, 
“we may” not “admit them to be good or nice,” but “we” 
do business with Indians as we do business with our tailor, or 
as ““ we’ command the services of the man who waits on “us ”’ 
at the restaurant. Or take-as another instance the speech of 
Mr. Innes at the opening meeting of the Imperial Conference on 
October 2, 1923. ‘‘ In India we have 350 millions of people— 
roughly one-fifth of the human race—and if only we can raise the 
standard of living of these millions and increase their capacity 
to consume goods, India’s potentialities as a factor in international 
trade and as a market are almost limitless,’ and Great Britain 
may even give its paternal blessings to a policy of “ discriminating 
protection ’’ for India, if there is a chance that way for English 
manufacturers of finding a larger market for their goods. 

This is the latest phase of a bankrupt imperialism which, 
tired of the platitudes of justice and benevolence, now trades on 
the cynicism of the shopkeeper and the ethics of a degenerate 
commercialism. And the policy of protection which the sub- 
conscious mind of the Indian people is clamouring for is a protec- 
tion against this imperialistic exploitation now sanctified by a 
twentieth-century “ Holy Alliance.” It is as much protection 
against the overgrown industrialism of the West as it is a protec- 
tion for industrial self-sufficiency within her own territories. 

P. A. WapDIA 

Bombay. 











WAGES IN THE COTTON INDUSTRY, 1914-1920 


“‘ Ir is never safe to assume that changes in piece-rates are proportional 
to changes in resulting earnings, both because gradual changes in machinery 
and methods of production may facilitate output, and on the other hand 
because the operatives may make less effort when rates are higher, being 
content with their former earnings. 

“In June 1914 trade was only moderately good, and there was some 
room for improvement in earnings without any change in rates. After 
allowance is made for this, it still appears that earnings have increased 
more rapidly than rates, and that in particular the reduction of hours in 
July 1919 did not result in a reduction in the week’s output.’’—Bowley, 
Prices and Wages in the United Kingdom, 1914-1920, ch. xiv. 
PROFESSOR BowLey drew these conclusions by comparing in 

detail the figures of average earnings for one week in each month 
as returned in the Labour Gazette for a large number of cotton- 
spinning and manufacturing firms, with the recognised changes 
in piece-rates from June 1914 to June 1920. As he carefully 
points out, such a comparison is difficult not only because the 
figures make no differentiation between men, women, boys and 
girls (total numbers employed and total wages paid are alone 
stated), and would therefore be affected by the withdrawal of 
men for military service and their subsequent partial return, 
but also because no account is taken of short-time working, 
and therefore deductions as to the rate of wages can only be 
roughly made. Professor Bowley makes allowance for these 
factors in selecting periods for comparison, and there seems no 
reasonable ground for doubting the legitimate nature of the 
very general inference which he draws as to a more rapid increase 
in earnings, though he would be the first to admit that no exact 
statistical measurement can be made from the available data. 
An interesting point, however, lies in the diagnosis of the nature 
and causes of this more rapid increase in earnings. If, for 
example, it is due to “ gradual changes in machinery and methods 
of production,” then it is permanent, and provides a most hopeful 
indication of that continued progress in productive efficiency 
which in the second half of the last century made possible a 
greater advance in real wages than occurred in any other big 
industry. If, on the other hand, it is due to special causes 
arising from peculiar conditions during the war period, it may 
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be only temporary, and in its nature it may possibly resemble a 
somewhat hectic flush rather than the glow of real solid health. 
Or can it be, as the quotation above seems to suggest, that 
Professor Bowley attributes a great part of it to an increased 
rate of output resulting from the reduction of hours from 55} 
to 48 per week in July 1919? Can we assume without further 
proof that the shorter hours-enabled the operatives to increase 
their rate of output to such an extent, particularly in view of 
the very large increase in list rates, which, as Professor Bowley 
suggests, may mean diminished effort? If the rate of output 
has actually increased to such an extent, there would seem to 
be a very strong case for further experimental reductions in 
hours, in the hope that output would be still further stimulated. 
Or is it possible that some quite different cause or causes have 
been at work to produce such an extra advance in earnings, 
particularly after July 1919, as to more than counterbalance the 
reduction in hours? A more detailed inquiry as to the correct 
interpretation of the statistical comparison might yield results of 
useful and practical importance as well as mere historical value, 
and as the result of investigations in Lancashire, the following 
observations and conclusions in regard to this problem are here 
tentatively presented. Many points rest on the evidence of 
employers and trade union officials, and are not in their very 
nature capable of proof. It would seem, however, that sub- 
stantial conclusions may be drawn as to the true causes of the 
extra increase in earnings, and their nature and character, even 
if it is not possible to determine the exact degree in which each 
contributed to the total result. 

(1) The probability of an increase in earnings as distinct from 
an increase in list prices due to improved machinery. 

It is one of the fundamental principles of the price lists that 
the operative should obtain some share of the benefits accruing 
from increased mechanical efficiency. Mr. Wood, in his History 
of the Cotton Trade, calculated that between 1860 and 1906 
the average wage increased no less than 49 per cent. solely as 
the result of the increased efficiency of the operatives and the 
machinery. The bulk of this increase took place in the period 
prior to 1886, although earnings continued to increase slowly more 
than list prices during the following twenty years. 

On general grounds, however, any far-reaching change is not to 
be expected since 1906, for mechanical improvement takes place 
not at a steady rate but by leaps and bounds, and the last mill- 
building boom ended in the following year. Mill-building and 
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the replacement of machinery normally accompany every boom 
in trade, but costs were too high during the post-war boom. 
It may, in fact, be confidently asserted that machines for opening, 
mixing, and carding had reached their maximum efficiency as 
long as twenty years ago. As regards frames, the tendency is 
still towards an increase in the number of spindles, but here 
again the maximum number had very nearly been reached ten 
to fifteen years ago. Firms who have lately renewed their 
frames have increased the number of spindles by 5-8 per cent. 
at the most, and the result on the tenter’s earnings would not 
be considerable. Similarly there has been little or no develop- 
ment either in mules or rings, and to-day there seems little 
likelihood of any improvement which would affect earnings. 
A limit has been reached when more spindles would cease to 
give cheaper production, not on account of mechanical difficulties, 
but simply through the inability of the operative to work more 
spindles satisfactorily. A new mill in Oldham completed in 
1921 is equipped with exactly the same machinery as the original 
mill belonging to the same company, which was built during 
the period 1904-7; and this is the only new mill built in 
Oldham since 1913. Short of a revolutionary invention, there 
seems no prospect of much further mechanical improvement on 
the spinning side. 

As regards weaving machinery, there have been some modifi- 
cations during the last fifteen years, and the almost revolutionary 
invention of the twisting machine; this, however, has not as 
yet been very widely adopted, though its extension and improve- 
ment is much to be desired, if only on the ground that it will 
cause the disappearance of that most painful disability, “ twister’s 
cramp.” The modifications referred to, have taken various forms. 
Some firms have adopted more specialised types of looms running 
at a higher speed, but these very high speeds mean more frequent 
breakages, and it is doubtful whether the weaver actually earns 
the whole of the higher list price. There has also been a tendency, 
mostly with very coarse counts, to increase the size of the cops 
and bobbins. This change necessitates only an adaptation of 
existing machinery. If the shuttle holds a larger amount of 
yarn in one piece, the weaver gets a longer run without having 
to stop for replacements; and with coarse counts earnings may 
therefore increase very considerably. An investigation of two 


1 In his speech to the World Cotton Congress in June 1921, Mr. Platt, the 
head of the greatest textile machinery makers in this country, stated his opinion 
in like terms. 
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such mills showed that after this change had been made, earn- 
ings rose no less than 25 per cent. But the change has not 
taken place in many mills, and there seems no great likelihood of 
its extension, for a larger cop or bobbin necessitates a larger 
and heavier shuttle box, and such force is needed to knock it 
across the loom that the thread sometimes gets in a tangle, or is 
broken. Large cops also tend to collapse in the middle, and on 
medium or fine work the advantage gained does not compensate 
for these drawbacks. 

It may therefore be said that since 1914 there has been no 
such change in machinery as would give appreciably greater 
earnings. 

(2) The probability of an increased rate of output resulting 
from a reduction in hours. 

This problem does not affect the operatives in card and 
blowing rooms, as they are paid by time.! Frame-tenters are, 
of course, all paid piece-work, but on general grounds it may 
be said that their output is mainly dependent on the speed at 
which their frames are running, a factor which is, of course, 
outside their control. The yarn does not often break, and 
without something approaching criminal negligence the loss of 
production from this cause can never be appreciable. The 
personal factor does, however, come into operation at doffing 
times, 7. e. when the full bobbins have to be removed and the 
empty creel replenished. The frequency with which doffing 
takes place varies according to the kind of frame, for on a slubbing 
frame the yarn is thicker and the bobbins will not hold so much 
as on a roving frame. Despite the possibility of increased out- 
put as a result of shorter hours, I have only heard of one such 
case, and then the increase was only 5 per cent. 

In the spinning-room the output of the mule minder is even 
more rigidly fixed by the speed of the machinery. The amount 
of production lost through broken threads is relatively very 
small, and no amount of physical effort will enable a man to 
piece more than two, or at the most three threads in each draw, 
and then they must be very close together. Here, again, doffing 
and the setting up of new work are the only occasions when in- 
creased effort can really have effect, and doffing takes place at the 
most once an hour, and sometimes less than once a day, depending 
on the fineness of the counts. It is safe to say that it would be 
almost impossible for the operatives on the spinning side to 


1 These operatives form about 1-5 per cent. of the total number employed 


in the industry. 
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increase their rate of output more than 5 per cent. on the 
average. 

On the weaving side there is more scope. The problem is 
best realised by a consideration of the term “loom efficiency.” 
If a loom were running absolutely continuously at 180 picks per 
minute, the maximum loom efficiency is reckoned by multi- 
plying this 180 by 60 for the number of minutes in an hour, and 
again by the number of hours in the working week. This is 
taken as 100 per cent. efficiency, and the manufacturer is always 
trying to raise the efficiency of his shed to this maximum by 
eliminating every unnecessary stoppage of the looms. Now by 
general consent the average loom efficiency in the “ grey ”’ trade 
before the war was as high as 85-90 per cent. The possible 
margin for improvement is therefore extremely small, and a 
greatly increased output per hour is hardly to be expected, 
however much the hours were reduced. In this connection it 
may be stated that there is almost unanimous agreement 
amongst manufacturers that, so far from an increase, loom 
efficiency was actually lower in 1919 and 1920 than before the 
war, and this is borne out by a few random investigations which 
have been made by the present writer. 

On the other hand, in the ordinary coloured trade loom 
efficiency before the war was probably not higher on the average 
than 60-65 per cent., owing to the more frequent adjustments 
required, etc., etc. By general agreement, artificial light means 
a distinctly lower output in coloured work, and the shorter 
working week does, of course, mean relatively more hours worked 
in daylight. Statistical investigation is more difficult in the 
coloured than in the grey trade, owing to the greater variety of 
work, but at one large firm it was found that the average loss 
of weaver’s earnings was only 8 per cent. as against a loss of 
14 per cent. in the time worked. It may well be, therefore, that 
some increase in the rate of output has occurred in the coloured 
trade, but since the grey trade is so much larger numerically, 
such a small increase would not mean a very appreciable differ- 
ence in earnings when spread over the whole industry. The same 
thing applies to all the processes on the manufacturing side, 
preparatory to the actual weaving; there may have been some 
increase, greater perhaps in certain cases than in the actual 
weaving, but the effect on the average earnings of all employed 
would not be considerable. 

Professor Bowley has pointed out that the addition of 30 per 
cent. to list prices did not completely compensate for the reduc- 
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tion of hours from 55} to 48, and that therefore, assuming an 
unchanged rate of output, earnings would be slightly less. If 
we concede that the rate of output has increased so as to make 
good this loss on the average earnings of all employed, and 
possibly a very little more, it will be all that can be expected 
on grounds of general probability. That output could be the 
same for 48 hours as for 554 is in the cotton trade outside the 
realm of all reasonable probability. In any case the hours 
question cannot explain the greater increase in earnings than in 
list prices before July 1919. 

(3) The organisation of the labour force. 

If these contentions are correct, search must be made else- 
where than in relation to improved machinery, or to an increased 
output in the shorter hours, for the cause of the extra increase 
in earnings. The required explanation is believed to lie largely 
in the altered organisation of the labour force as a result of the 
war period. For a change in the amount of machinery con- 
trolled by each operative might have very far-reaching effects 
on earnings: a weaver’s earnings are nearly twice as great if 
he is working four looms instead of two. Since the introduction 
of the power loom, the number of looms worked by each operative 
has, of course, steadily increased, though more and more slowly 
in recent years. If there has been a more rapid increase since 
1914, this would clearly account for an extra increase in earnings. 

On general grounds, however, it may be said that no great 
change in the methods of staffing the machines is compatible 
with maximum efficiency, and the efficiency of production in 
the cotton trade in 1913 was extremely high. The natural 
object of all employers is, of course, to obtain the maximum 
production from their machinery with the smallest possible 
expense on labour, and the lists on the spinning side directly 
penalise the employer who does not keep his machinery up to 
date. The weaving lists, however, do not offer the same induce- 
ment to the employer to put more machinery in the charge of 
each operative—on the contrary, the manufacturer’s interest 
lies in limiting the number of looms per weaver—but this anti- 
pathy of interests is somewhat modified by the “ tackler” of 
10 per cent. paid on the weaver’s gross earnings. It has already 
been noted that machinery has not changed much since 1914, 
and it is reasonable to assume that some considerable time 
before then the most economical distribution of labour com- 
patible with maximum output had been discovered and applied. 


A great shortage of labour might, however, necessitate a 
P2 
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deliberate sacrifice of maximum efficiency. Such a shortage was 
created by the war. A large number of men went into the army, 
and in those districts which are centres for engineering as well 
as for the cotton industry, men, women, boys and girls were 
attracted away from the mills by the higher wages to be earned 
on munition work, though it is also true that many married 
women returned to their former occupation in the mills. Similarly 
boys and girls leaving school, tended in many zases to go to 
engineering works rather than to the mills, as they vould normally 
have done. The shortage was first felt as rega.ds big piecers; 
the supply in pre-war years was barely sufficient, and enlistment 
amongst this grade, which is, of course, almost entirely com- 
posed of men between the ages of eighteen and thirty, was par- 
ticularly heavy. To meet this shortage in the spinning-rooms, 
women were drawn from the card-rooms, and the great demand 
for women’s labour in munition works which arose towards the 
end of 1915 caused an equally great shortage in the card-rooms. 
The same sort of causes created a shortage of weavers. This 
general shortage of labour would have grown much worse if the 
regulations of the Cotton Control Board in 1917 had not involved 
a restriction of the amount of active machinery. Yet the Cotton 
Control Board did not better the existing position, for the ‘‘ rota ” 
system of “ playing off” a certain percentage of operatives in turn 
for a week at a time merely cut off a portion of the labour supply, 
leaving the remainder, so to speak, as tightly stretched as before. 

It is necessary, therefore, to ascertain the effects of this 
shortage of labour on the production and earnings of the various 
main grades of operatives. In the card and blowing rooms 
it was not possible to substitute unskilled labour to any appreci- 
able extent. The result was that the men who remained had 
more machines to look after, and as they are paid a time wage 
calculated on a fixed normal number of machines per operative, 
an additional machine to the stripper and grinder meant an 
increase of ,';th or ,!;th in his normal time work earnings, irre- 
spective of the drop in output per machine which probably took 
place. Some women frame-tenters, as has been said, went to 
the spinning-rooms, and the result was more rapid promotion 
for the “‘little”’ or ‘‘ back” tenters. The available supply of 
children could not readily be increased, and the result was that 
the great majority of frame-tenters had to share a back-tenter, 
or in very many cases do without one altogether. The lists 
provide that where no back-tenter is employed, the tenter shall 
receive ;°ths of the back-tenter’s wage: actually in many cases 
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she received the whole. It must not be imagined, however, 
that production would fall off by as much as ;%,ths of the back- 
tenter’s wage, for the principles of the lists are designed to penalise 
the employer who does not use that amount of labour which 
will give the maximum possible production. Opinion in the 
trade seems to be unanimous that production does not fall off 
to anything like this extent, and it may therefore be assumed 
that the tenter’s earnings were increased by a large part of this 
allowance in lieu of a back-tenter. Since the Labour Gazette 
figures represent the average earnings of all employed, the effect 
of such changes would be most marked. For example, in 1913 
two tenters might each employ a back-tenter : the gross earnings 
of the two frames might be £2 10s., of which each tenter might 
get £1, and the little tenters each 5s.: the average earnings per 
head would then be 12s. 6d. If one back-tenter was withdrawn, 
and if production decreased to the full extent of that back- 
tenter’s wage, the total earnings of the two frames would drop 
to 45s., but this total has now to be divided among three persons 
only, and the average would therefore be 15s., while it is not, in 
fact, reasonable to suppose that production would so decrease. 

In the mule spinning-rooms, similar new methods of working 
were devised. The minder might work with one more or less 
qualified piecer, and the firm would supply one woman “ creeler ”’ 
to assist every two minders alternately at doffing times. Or 
where the minder went to the army, two piecers might run his 
mules, sharing the proceeds. Both these methods almost certainly 
resulted in decreased production, but not to the full extent of 
the saving effected by the absence of part of the normal staff. 
Under the first-named arrangement the one piecer got paid, as 
an extra to his list rate wage as a big piecer, one-third of the 
list rate wage of the absent little piecer, and the wages of the 
woman creeler were paid entirely by the firm. In the latter case 
the increase in wages per head is obvious. The Labour Gazette 
figures would be affected as in the case of the tenters. 

Similar results obtained in weaving sheds. The shortage of 
men six-loom weavers.could be met more or less easily by the 
promotion of men four-loom weavers, but to replace the latter 
it was necessary to promote children who were not yet sufficiently 
trained. This resulted in a decrease of the average loom efficiency 
throughout the shed, and such rapid promotion would not mean 
higher average earnings per head, since the same number of 
operatives were employed. But rapid promotion of children 
created an acute shortage of tenters. Four-loom weavers had 
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to dispense with them entirely, and a six-loom weaver had to 
share one with his neighbour, or possibly do the same. The 
result in this case would also be a drop in production per loom, 
but not to the full extent of the tenter’s wage, and from the 
point of view of the Labour Gazette figures of average earnings, 
the change would result in much higher earnings per head, since 
a slightly decreased total wage bill for the shed would have to 
be divided by a very much smaller number of operatives owing 
to the decrease in the number of tenters. 


There can be little doubt that the increase in earnings beyond 
the increase in list rates during the actual war years was in the 
main caused by these changes in the organisation of the labour 
foree—changes which, owing to their peculiar nature, would 
exert a very marked effect on the Labour Gazette figures. It 
might have been expected, however, that if this were the cause, 
earnings would have tended to return to an approximation with 
the list rate advance during 1919 and 1920. In fact, as Professor 
Bowley’s figures show, the tendency was for the gap to widen. 
Two big factors may be cited as accounting for this. First, the 
return of men from the army was not so rapid as in some other 
industries which were put on a priority list. Women who had 
been working in munition works or elsewhere were in many 
cases extremely reluctant to return, while the married women 
who had returned to the mills, in most cases departed speedily 
to their homes. Many skilled men had been killed, and the 
Chief Inspector for Factories in his report for 1920 stated that 
many weavers who had been in the army were also very reluctant 
to return to their former occupation. Finally, as has been shown, 
the great shortage was amongst juveniles, and this could be made 
good in the main only by the normal exodus from the schools, 
a process which could not be hastened. For all these reasons 
there was still a great shortage of labour in 1919, and to a large 
extent the war methods of labour organisation were still in 
vogue. 

Secondly, from the middle of 1919 the potential productive 
capacity of the industry was subjected to an increasing strain 
owing to the development of the post-war boom. All firms 
desired to operate the whole of their machinery, and a labour 
force which had not been adequate for the restricted production 
of the war years had now to supply the maximum needs of 
the industry. While the supply of labour was undoubtedly 
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increasing, it did not increase sufficiently fast, and to the end of 
the boom there was a shortage, especially of children. Added to 
this was the desire of the employer to increase his output at any 
price, so as to take advantage of the roaring trade, and this led 
to a relaxation of the rules designed to ensure good quality. 
As long as the operative could point to a large volume of pro- 
duction, little was said as to its quality. This tendency nearly 
always operates to some extent in a trade boom, and earnings 
in consequence increase quite apart from any increase in list 
rates. In the post-war boom it was accentuated by the shortage 
of labour. 

The beginning of the boom roughly coincided with the reduc- 
tion in the length of the working week, and the considerations 
cited above would seem to be a more reasonable explanation 
of the extra increase in earnings, than the inherently improbable 
proposition that the shortening of hours led to a greatly increased 
rate of production, though this may have been a small con- 
tributory cause. Practical investigation forbids this much-to- 
be-desired conclusion. For if the main cause of the extra increase 
in earnings was the enforced adoption of a new and less efficient 
organisation of the labour force, that extra increase rested on 
an economically undesirable basis, and its appearance was of a 
more or less temporary character. It is impossible to judge 
from the Labour Gazette figures whether during the last three 
years earnings have receded to an approximation with list 
advances, owing to the presence of a varying amount of short 
time. Some part of the extra increase may be permanent, for 
certain grades have secured definite advances in their standard 
wages, and extra allowances have been given for some minor 
operations, while other more permanent changes, including the 
reduction of hours, have been mentioned as productive both of 
greater efficiency and greater earnings among certain groups of 
operatives. But recent inquiries show that the war methods 
have largely given place to a return to the pre-war organisation 
of the labour force, though complete restoration would probably 
still be difficult to maintain if production became normal in 
volume, owing to the impossibility of increasing the rate at which 
the children leave school. The acute shortage of labour during 
the war years has not developed any reorganisation of the labour 
force, which is superior to the pre-war methods; and indeed it 
seems doubtful whether those methods can be improved until the 
arrival of some great revolutionary inventions. During the 
second half of the last century wages in the cotton industry 
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outstripped wages in other industries, not through the medium 
of increased list prices, but almost entirely owing to the increased 
efficiency of operatives and machinery, as reflected in increasing 
earnings on unchanged list rates. As has been said, little advance 
can be expected on present lines in regard to machinery, and the 
efficiency of the operatives is admittedly at a high level. From 
the aspects which have been touched on in this article, that 
steady progress in the efficiency of production which has taken 
place in the past, seems not so well assured either in the immediate 
or in the more distant future. Yet on such progress depends in 
large measure the operatives’ hope of a higher standard of life. 
J. W. F. Rowz 
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THE SALE OF CORN IN.THE NINETEENTH CENTURY 


MEASURE versus WEIGHT 


A commopirty like corn may be sold by measure or by weight. 
In order to be able to publish official prices of corn, Parliament 
in times past found it necessary to select one of the bushels in 
use as the legal or official (but not compulsory) bushel. The one 
selected was the Winchester bushel. Others were known as 
customary bushels. The Winchester bushel was the smallest in 
common use and held eight gallons. Sale by measure was the 
method in general use at the end of the eighteenth century. 
Sale by weight, in a complicated form to be hereafter explained, 
is the method which was used during the latter part of the 
nineteenth century down to a recent day. 

In the eighteenth century, as in previous centuries, the bushel 
varied in capacity in different parts of the country. When, 
therefore, the magistrates were called upon to fix the price of 
bread with reference to that of wheat, they had first of all to 
find out what a bushel in their locality signified. If it was a 
customary bushel it had to be reduced to the Winchester bushel, 
and the magistrates had recourse to tables in which the necessary 
calculations were made. 

Arthur Young complained that ‘‘ magistrates are very embar- 
rassed to fix the Assize of Bread . . . from the variety of 
customary measures, for they are confined to the average price 
of corn and the Winchester bushel; hence the Assize where 
large customary bushels obtain is necessarily favourable to the 
baker. . . . This is an evil of very serious magnitude.”’ 2 

The conversion tables, we may suppose, were not always 
used, particularly in country districts; and in any case, if several 
measures were in use in the same locality, the magistrates could 
not find out how many sales were made with each. This point 
was enlarged upon by Charles Dundas, a correspondent to the 
Scarcity Committee of 1795. ‘‘ The uncertain practice of selling 
corn in the country market by measures of various sizes,’”’ he 

1 One such table is reproduced in a supplement to Charles Smith’s T'racts 


on the Corn Trade, Observations, p. 14, second edition, 1766. 
* Annals of Agriculture, Vol. XIV. (1790). 
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wrote, “is an evident fraud upon the consumers of Bread and 
an advantage to none but the jobbers in corn; who from practice 
are as well acquainted with the size of every farmer’s bushel as 
with his face. As the measure varies almost every ten miles, 
the difference is a great encouragement to corn-dealers.”’ 1 
Hence, table or no table, the averages were falsified. For suppose 
in a place where the nine-gallon measure was customary a ten- 
gallon measure was offered by a farmer. The dealers, observing 
this, would bid it up, but the clerk would return it as a sale at 
the customary measure of nine gallons; thus making the market 
price of wheat by the customary measure too high. 

Young and his correspondent were but acting in accordance 
with the universal maxim, Where prices rise blame the middleman, 
and so they blamed the bakers and dealers, just as a later age 
would have blamed the railway companies. The errors of which 
both complained favoured the baker by bringing the official 
averages too high. But there were other errors in the Assize, 
errors in the opposite direction, such as reference to the prices of 
coarse wheat, when the baker was only buying fine flour. Per- 
adventure Providence cancelled error by error! As for the 
people who were supposed to be the sufferers, they abetted the 
dealers in their supposed double-dealing. The Winchester bushel 
was a small one, and the people hated it because it was small. 
They loved their own because it was their own and because it 
was big. The bigger it was the better they loved it, for they 
thought thereby to get cheaper measure, brimful and running 
over. On popular unreason reform, as so often happens, stumbled. 

By the 5th of George the Fourth (c. 74, 1820) the Winchester 
bushel was, for official purposes, statistics and the calculation of 
the corn averages, replaced by the Imperial bushel, a slightly 
bigger bushel. But the new measure was not made compulsory, 
and in this position it remained for almost a century—until the 
Corn Sales Act of 1921, which came into force January 1, 1923, 
made the hundredweight of 112 pounds the only recognised unit 
of measurement for the sale not only of cereals but also of meal, 
beans, potatoes and agricultural seeds. “‘ How it was that steps 
to this end had not been taken years before will always be a 
mystery,’ says Mr. J. A. Venn in his admirable Foundations of 
Agricultural Economics, p. 253. Some part of the mystery may 
perhaps be dispelled by an examination of the evidence contained 
in various Parliamentary Papers between 1790 and 1900. 

The reformers of 1800, dissatisfied with what they had, 


1 Committee (H. of C.) on High Price of Provisions, Third Report, App 
No. 3. Letter from Charles Dundas of Barton Court near Newbury, 
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thought they knew exactly what they wanted, namely, sale by 
weight. They appealed to the example of Ireland, where all 
forms of grain were sold in barrels by weight. The practice was 
of long standing and had been made compulsory by legislation 
in 1705 and 1733. In Ireland, of all places, there was uniformity 
of measure! From those days to this there was no further 
legislation for Ireland, which thus retained a monopoly of 
uniformity. 

In 1770 an anonymous pamphleteer wrote: “It is hard to 
say why this method has not been introduced; for if it was 
general, every person might be then his own factor. Possibly 
this very reason is the obstacle, as it is in the interest of some 
people that the Corn trade should continue to be a mystery.” ! 
The Committee of 1795-6 on the High Price of Corn recommended 
that corn should henceforth be bought and sold by weight, the 
standard Winchester bushel to be converted into sixty pounds 
avoirdupois, and other grains proportionately; and that weights 
and balances should be kept in cities and market towns at the 
charge of the county. In 1800 a well-known writer of the 
time,® when drafting a new Corn Bill for the consideration of the 
House of Commons, suggested that in the rates of bounties and 
import duties a small preference should be given to corn sold by 
weight. This he thought would introduce the practice without 
any friction and oust rival methods. In one part of England, 
indeed, sale by weight was already practised, namely in Liverpool 
and district. Liverpool got it from Ireland, as it got so many 
things—harvesters, potatoes, dockers and slums. By 1801 it had 
spread from Liverpool through Cheshire, Staffordshire and 
Shropshire. But doubts of its legality were entertained. “I 
believe,” said John Gladstone, Esq., father of the statesman, to 
a Committee of 1820, “‘ the opinions of His Majesty’s Attorney 
and Solicitor-General were taken, and I understood that they 


1 Considerations on the Exportation of Corn (Anon.), p. 69. 

2 Committee (H. of C.) appointed to take into consideration the present 
High Price of Corn, 1795-6, 5th Report. They were acting on the advice of 
their correspondent, Charles Dundas, from whom quotation has already been 
made. He wrote: “ Salt was originally sold by measure, it is now sold by weight 
(fifty-six pounds to the bushel); the Act which regulated this in one instant 
equalised all the salt measures in the Kingdom; the same effect would follow 
a similar proceeding in the sale of corn by which the assize on flour might be 
justly set and the relation between the articles of corn, flour and bread clearly 
ascertained and fairly regulated.” 

3 Dr. Skene Keith, ‘‘ A General View of the Corn Trade and Corn Laws of 
Great Britain,’ Farmer's Magazine, August 1802, Vol. III., p. 277. 

* Committee (H. of C.) on the High Price of Provisions, 1801, 7th Report. 
Evidence of W. Reynolds, corn-dealer. 
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were disposed to think that the law as it now stands permits 
the sale of corn by weight, but the trade in Liverpool are by no 
means satisfied with those opinions and feel great dread of per- 
secution and anxiety that all apprehensions may be removed 
by a legislative enactment; could the system of selling corn 
throughout the kingdom be simplified, so as one rule, whether 
weight or measure, was adopted, a great benefit would be 
obtained.”’ } 

There the matter rested until 1834, when, with agriculture 
again in sore straits, a large and representative Committee, 
including among others the celebrated statistician and corn factor 
Thomas Tooke, was appointed ‘to enquire into the present 
Practices of Selling Corn throughout the United Kingdom, with 
a view to the better regulation thereof.”” A map appended to 
the Report of this Committee shows that sale by weight now 
extended from Whitby in the north-east to Gloucester in the 
south-west throughout the area comprising the growing industrial 
centres of Lancs, Yorks, Notts, Derby, Staffs, Worcester and 
Warwick. Now this Committee met in a reforming spirit, and 
we expect them to declare for the reformer’s nostrum, sale by 
weight, but they do not, and their reasons discover the very real 
difficulties involved in this apparently simple change. 

For what determines at any time the value of corn? The 
state of supply in relation to the state of demand. But states 
are silent and impersonal; and value is a subjective thing, the 
product of the clash of individual opinions. In order that 
buyers and sellers may form a correct opinion of their respective 
strengths, they must bargain in uniform terms and be able to 
consult the results of similar bargains concluded by others. It 
is here that the importance of a good standard comes in. The 
standard of sale bears to the value of corn the relation which 
methods of remuneration bear to the value of labour—with this 
limitation, that the ear of wheat will not, if inaccurately remu- 
nerated, shrink in sorrow or burst with indignation. A good 
standard must be uniform and tell as much as possible. 

Now in the sale of corn, argued the Committee of 1834, three 
things are wanted to be known—quantity, quality and con- 
dition. Quality signifies the inherent properties of the corn; 
condition, its accidental state. The standard can tell nothing 
about condition. Corn loses condition if badly stored or carried ; 
but if the sample exposed represents fairly the condition of the 


1 Committee (H. of C.) on Petitions complaining of Agricultural Distress, 
1820. Evidence of John Gladstone, Esq., a Member of the House, p. 55. 
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bulk, be it good or bad, then no inaccuracy is created and no 
injustice is done. If not, then it is both desirable and just that 
the bargain should be repudiated or altered. But in the matter 
of quality the position is different. For a good standard can tell 
both quantity and quality. Sale by weight gives quantity only. 
Sale by measure again gives quantity only; but sale by measure 
combined with a description of the actual weight of corn per 
measure gives both quantity and quality. For the heavier the 
corn (z. e. the greater the number of pounds which a given measure 
of it weighs) the better in general will be its quality. 

With this in mind and having regard to the fact that sale by 
measure was in general use in the wheat-growing districts of 
England and universal throughout the Continent, the Committee 
of 1834 proposed a Bill to secure the following points: (i) that 
all corn should be sold by the Imperial measure; (ii) that the 
weight per measure of corn sold should be returned to the Inspec- 
tors who kept the official records; (iii) that a memorandum of 
the quantity sold with the weight per measure should be given 
by the seller to the buyer; (iv) that, for the special case of 
Ireland, all shipments from Irish ports should be made in measure 
with the weight per measure, or in weight as already, with the 
weight per measure. Committees propose and farmers dispose ! 
The Bill was never carried. 

Pass now over a period of fifty years to a date when British 
agriculture was again in distress and British growers were well- 
nigh drowned under the deluge of American wheat. In 1891-3 
another Committee on Corn Sales took evidence and made another 
set of recommendations, which once again were not carried out. 

This Committee found that the home trade had evolved for 
itself a standard which combined quantity and quality, but 
combined them in a characteristically British fashion—that is 
to say, with numerous local diversities. The Committee of 1834 
had observed the beginnings of this practice and strongly dis- 
countenanced it for that reason. In 1891 the great majority of 
home-grown wheat was sold by “ weighed measure,” and was 
so sold until recently. Sales were made by a reference to a 
measure of capacity such as the bushel or quarter, but the seller 
guaranteed that the measure would weigh up to a given number 
of pounds. If the measure of wheat offered for sale weighed up 
to this or more than this number of pounds, well and good—the 
buyer made no objection. If it weighed less, the buyer could 
demand a reduction in the price or even return the corn on the 
farmer’s hands. This practice, which seems to the farmer’s 
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disadvantage, had a reason behind it. Wheat, which is lighter 
than the standard by 3 per cent., may for that reason lose as 
much as 5 per cent. in value. 

This measure of a given number of pounds, this ideal or 
standard measure, varied in different localities according to the 
weight of the wheat which is typical of the locality, and as even 
neighbouring districts vary considerably with regard to fertility, 
diversities arose at very short distances from each other. The 
result was a grotesque complexity. To begin with, not all dis- 
tricts which had the “ weighed measure ”’ reckoned by the same 
measure. Whereas most parts of the country reckoned by the 
statutory bushel, Cumberland used the Carlisle bushel, which was 
three times the size of the ordinary one. The eastern counties 
reckoned by the coomb of four bushels, the Midlands by the bag, 
parts of Lancashire by the windle, Lincolnshire by the sack, 
Newcastle by the boll, Flint by the hobbet. Then each of 
these measures was weighed up to the standard measure of the 
locality, to the bushel of 60 or 62 or 63 or 64 pounds, to the 
coomb of 18 stone, the windle of 220 pounds, the boll of 27 stone, 
the hobbet of 168 pounds, and so on. Finally, though the most 
usual standard among traders was the bushel of 63 pounds, the 
standard employed in the official statistics in accordance with the 
Corn Returns Act of 1882 was the bushel of 60 pounds. Could 
confusion be worse confounded? And what did it all avail? 
It availed the farmer nothing save to gratify his fondness for 
tradition; and it gave the buyer a check on quality at the cost 
of persistent complexity and occasional friction. The problem, 
therefore, before the Committee of 1891 was: how get rid of 
the hybrid ?—by reference to the Imperial bushel in the way 
that the Committee of 1834 proposed, or by reference to weight, 
leaving the check on quality to be independently provided ? 
Inasmuch as the “ weighed measure ” was ultimately a standard 
of weight rather than of measure, they declared for weight and 
recommended : 


(1) “that the sale of all cereals and the products thereof 
should in future be conducted in Great Britain, as in Ireland, 
by a reference to the hundredweight of 112 Imperial pounds, 
and that no other weight or measure of capacity be referred 
to in any sale; 


(2) “that in every case where conversion of weighed 
measure takes place, the weights laid down in . . . the Corn 
Returns Act . . . should always be published in the Returns 
of Corn Sold in the London Gazette, and a statement made to 
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the effect that the prices quoted in the Gazette are the prices 
for the quarter of eight bushels of such statutory weights.” ! 


But nothing happened. Successful as the spirit of the nine- 
teenth century was in drawing a steam-roller over the life of the 
agricultural labourer and flattening it into a moribund dullness, 
it failed comically before the marketing peculiarities of the 
farmer, his master. There was, however, one ground for con- 
solation. In 1891 the farmers were not standing between the 
country and uniformity, for in the meantime Liverpool had 
moved on to a weight of its own, different from any used hitherto. 
Liverpool was now selling by “centals.”’ Mark Lane disliked 
the innovation and scented an Americanism, but the ex-chairman 
of the Liverpool Corn Exchange ? declared that this was untrue. 
Only California bought and sold by the cental; the rest of America 
by the bushel of sixty pounds. The cental was adopted in 1858, 
when the regulation of the weights used in the sale of grain was 
being agitated in Parliament, and since then it had been carried 
by merchants in their dealings with millers (not with farmers) 
over a large part of the country. It ‘“‘ extends up to Carlisle in 
the north, down the Welsh coast as far as Cardiff; to Oxford in 
the midlands, to Leicester towards the eastern coast, and to 
Hull on the far eastern coast; so that the millers and dealers in 
grain over this enormous area—half England—are entirely 
familiar with the cental, and yet men talk as if it were an unknown 
weight.” > Liverpocl’s dignity was outraged. 

The convenience of the cental of 100 pounds, which is employed 
in these areas at the present day, is that it is more convenient for 
calculation than the hundredweight of 112 pounds. One sack 
—and it is in sacks that the grain is sold from Liverpool—con- 
tains 250 pounds, or two and a half centals. “‘ But you told us,” 
Mr. Woodward was asked, ‘“‘ that you buy wheat 60 pounds to 
the bushel; does that mean that every bushel must weigh 
60 pounds?” “No, it is scarcely this; the bushel has prac- 
tically nothing to do with it; you simply shovel so much wheat 
into the sack and then weigh the sack, and when you have weighed 
the sack you lose sight of the bushel altogether.” * Does Liver- 
pool then of all places pay no attention to quality? No; for the 
quality has already been checked and determined by the elaborate 
system of grading which is conducted in America. England led 


1 Report, issued May 15, 1893, p. 7. 

2 Committee (H. of C.) on Corn Sales, 1893. Evidence of Mr. H. C. Wood- 
ward, Qs. 505, 599. 

3 Ibid., Q. 522. * Ibid., Q. 553. 
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the way with the grading of metals in the eighteenth century, 
America extended the grading system independently to the great 
agricultural staples; and it was a pure coincidence that at the 
time Liverpool was introducing the cental, Chicago was building 
grain elevators and grading grain. 

Therefore we must, in conclusion, ask a question which we 
have hitherto suppressed, namely—How was a big market like 
Liverpool able to sell by weight before the days of grading ? 
The answer seems to be that Liverpool did not altogether do so. 
The grain was weighed in sacks containing so many bushels, so 
that any serious deviation from the normal weight per bushel 
could be detected. This means that Liverpool was in effect 
using a “‘ weighed measure.” But how did Ireland or any other 
place ever get on with sale by weight only? The answer seems 
to be that Ireland was mainly a producer of oats and that in this 
ruder cereal variation is less important. In England malting 
barley, which often sells at a higher price than wheat, has hitherto 
been sold by measure alone; for weight was of no consequence, 
or rather it was a drawback, the best barley being thin-skinned 
and light. But grinding barley, which is frequently cheaper than 
oats, is sold by weight, since the question of quality does not 
enter in. 

There is always a reason for the way in which things are done, 
even though there are transcending reasons for doing them 
differently; and a mystery generally ceases to be mysterious 
when we pry into its historical evolution. 

C. R. Fay 

University of Toronto. 
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AN EXPERIMENT IN THE TEACHING OF ECONOMICS 
AND KINDRED SUBJECTS 


Tue Oxford Conference of teachers of Economics and allied 
subjects, held last January, spent the greater part of its time 
discussing teaching methods and the contents of courses. To the 
younger men present much of this discussion was familiar, for 
the ground has been frequently traversed at conferences of teachers 
of university tutorial classes during the past decade. But the 
presence at Oxford of the heads of departments from most of 
the English universities, the variety of experiences and points 
of view expressed—some sessions were almost testimony meetings 
—and the decision to meet again next year are all indications 
of probable important developments in the university treatment 
of Economics and its relatives. 

The need for a stock-taking of our teaching methods is urgent. 
Economics was for long the Cinderella of the Arts Faculty, but 
during this century it has made such strides in status and popu- 
larity that it is in some universities one of the largest subjects in 
the Arts curriculum, has an Honours School, and serves as the 
starting-point for a degree in Commerce. Its subject matter 
makes a strong appeal to those students who are interested in 
current economic and social questions, and, given right methods 
of teaching, its educational value can be made as great as that 
usually attributed to a training in the classics, mathematics, 
philosophy or the physical sciences. 

Given right methods of teaching! Most of us describe our- 
selves as ‘“‘ teachers of Economics,’’ but place all the emphasis 
on ‘‘ Economics’ and have none left for “‘ teachers.” We give 
abundant thought and time to the study of our subject, and devote 
our spare hours to extending the bounds of economic knowledge. 
But do we give any thought to our teaching function? Do we 
consider how the teaching of our special subject should be related 
to the whole task of producing an educated man? If one-third 
of our students fail at every examination, is this a reflection on the 
capacity of the students, on our examination system, or on our 
teaching methods? For at least twenty years teachers in 
elementary and secondary schools have given almost as much 
thought to method as to matter, and the schools have been 
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revolutionised in consequence. But one doubts if there has been 
any such drastic change in university methods. Men are appointed 
to positions involving a large amount of teaching work on the 
strength of their reputation as scholars, without any thought 
of their fitness for handling students. Teachers adopt the 
methods prevailing at the university in which they are employed, 
or those under which they themselves were trained. Thus we 
get into a rut—one as deep as those which Arthur Young found 
on some eighteenth-century roads—from the depths of which 
we are seldom able to gain a view of the broad field of educational 
aims and purpose. 

Without attempting the age-long task of defining the aim of 
education, we can at least enumerate the qualities we wish to 
find in an educated man. Well-informed, certainly, but more 
than that. Thoughtful, critical in outlook, capable of investigating 
problems for himself, knowing how to search for evidence and 
how to sift it, tolerant, socially-minded, able to work with and 
for others, and so forth. To produce these results students of 
Arts subjects and the social sciences are, in most universities, 
subjected to strenuous instruction by lectures. In the two old 
English universities lectures play a subordinate part in the scheme 
of things, but in the new ones, both in America and the British 
Empire, students may be compelled to attend up to twelve or 
fifteen lectures each week. In addition there are text-books to be 
read, often covering just the same ground as the lectures, and 


possibly essays to be written, discussion classes or seminars to be 


attended. But the lectures are the important part of the work, 
and attendance at a prescribed portion of a thirty, sixty, or even 
ninety lecture course is required before a person is permitted to 
sit for examination in the subject. 

Now lectures may be a joy to teacher and student alike, and 
one would welcome the broadcasting throughout Great Britain of 
some lecture courses given to-day in British universities. Where 
the lecture is an inspiration to the student, filling him with a 
burning desire to go and find out more about a subject, or where it 
provokes him to doubt and a desire to disagree with the lecturer, 
its educational value may be great. Further, lectures which give 
an introductory general survey cf the field, leaving the more 
detailed study to be undertaken by the student, and those dealing 
with special topics on which the lecturer is an authority, are 
valuable. But against the lecture system as a whole, as it operates 


in many universities, discerning students and candid teachers | 


would bring some of the following criticisms. 
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(1) The teacher speaks ex cathedra, and his verdicts are 
accepted without question. 

(2) The student’s writing arm is active, but he is mentally 
as passive as a sponge. He is so busy condensing the lecture into 
note form, or actually writing down a lecture which is really a 
dictation lesson, that there is no time for thought or the expression 
of doubt. The story is told of an Australian lecturer who noticed 
that one member of his class was sitting, hands in pockets, while 
other students were writing hard. ‘‘ You don’t seem to be taking 
my lecture down, Mr. Smith.” ‘ No, sir,” came the reply. “1 
have my father’s notes here.””’ One wonders of how many 
teachers the story might be true. 

(3) Lectures, especially if compulsory, resemble forcible 
feeding, and feeding at a standardised pace. The matter of pace 
isimportant. The teacher thinks aloud, but not all the members 
of the class are capable even of keeping abreast of him—especially 
if they have the distraction of taking notes as well—and many 
will be unable to digest all the food presented in the lecture. 
Minds move at different speeds and appetites vary in size; the 
lecture ignores these facts. 

Many other criticisms might be made, such as (a) the tendency 
of students to assume that a full knowledge of their notes will 
allow them to scrape through, and the consequent neglect of 
additional reading; (b) the influence, not always beneficial, of 
the personality of the lecturer; (c) the possibly demoralising effect 
on the teacher of repeating year after year the same set of lectures 
from the same set of notes or actual aanuscript; (d) the lack of 
any personal contact, in the actual teaching work, between lecturer 
and student. 

If the above general criticisms are fair, it is necessary to 
search for a method of teaching which will render the student 
active instead of passive, allow him to study at the pace suitable 
to his mentality, make him a searcher instead of a scribbler, 
give him the necessary general guidance and then send him out 
to study and criticise for himself, and allow for co-operation 
between the student and his fellows on the one hand and between 
the student and his teacher on the other. Along such lines run 
the Dalton plan and “ Self-government ”’ experiments which are 
now being carried out so successfully in an increasing number of 
schools, and during the next few years students will be coming up 
to the universities who are in the habit of governing part of their 
own educational activity, who will know how to work by them- 
selves and will not be content to have dictation lessons and 
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compulsory lectures. They will want to criticise and question, 
they will want to do some of the teaching themselves, they will 
want the class study circle and the discussion group in preference 
to the er cathedra lecture, they will want to use the teacher as a 
guide, or as a wall against which they may throw their ideas 
just to see which way they do bounce—or whether they bounce 
at all. 

Once we teachers have worked out an idea of our function in 
the educational scheme of things we shall probably evolve many 
varied kinds of teaching. The following is an account of an 
attempt to devise methods more in keeping with recent develop- 
ments in educational thought and practice. The experiment was 
made in two courses given in the University of Adelaide, but for 
purposes of illustration the application of the new methods to 
Economic History only will be described. 

The old plan of covering the ground in a course of sixty lectures 
was discarded. When the class, about thirty-five in number, met 
on the first day of the session, a typed assignment of work was 
given to the students. This assignment gave first a brief descrip- 
tion of the scope and subject matter of the next fortnight’s study.! 
Then came a list of books or selected chapters, both general and 
specialised; certain books or sections must be read by all, but 
additional reading on some special topic was expected as well. 
Finally, a list of about five essay subjects was given, on one of 
which each student had to write an essay of about 1,200 words. 

After the assignment had been read through and explained, 
the lecturer gave a short lecture which aimed at arousing in the 
students a lively interest in the period they were to study. The 
class was shown a distant bird’s-eye view of the ground they were 
to walk on later, or were given the view from various angles. 

After this introduction the students went away and for the 
next twelve days worked by themselves. Summaries had to be 
made of all books read, and these summaries must be handed to 
the lecturer at the end of the period for inspection. On the 
thirteenth day the students assembled in groups of not more than 
eight, with the lecturer present but sitting in a back corner of the 
room. A chairman was elected to control the meeting. Each 
student in turn read his essay, and was subjected to questions 
and discussion by his fellows. The chairman might then call 
for the comments of the lecturer, and finally the group and the 

1 E.g. ‘“‘ English Medieval Trade. Origins of English capital. The fairs. 


The Jews. The Gild Merchant., Development of English trade generally.” The 
whole of this assignment work was planned and conducted by Mr. Mackay. 
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lecturer classified the essay. The students gave their votes by 
ballot, which were then averaged into various shades of A, B, C, D, 
and the chairman then opened the signed vote of the lecturer. 
If there was any serious difference between the group vote and 
that of the lecturer, the teacher’s vote prevailed, but this rule 
had to be applied only once during the whole course of the experi- 
ment. The writer of the essay could challenge the fairness of the 
verdict if he wished, but this very rarely happened. At the end 
of the meeting book summaries, and essays which had not been 
read for lack of time, were handed to the lecturer for inspection. 
After going through these critically, the teacher again met the 
class, discussed with it the fortnight’s work, and in a short lecture 
dealt with points missed by the students and generally rounded 
off the study. To drive the matter further home a typewritten 
summary was distributed, containing the teacher’s views on the 
period studied, and this was discussed with the class. Then a 
new assignment was given out, its subject matter outlined, and 
the class dispersed. 

It will be evident at once that this method of study escapes 
many of the criticisms brought against the lecture system. The 
student is certainly not passive; he has to read, summarise, and 
write for himself, with just that small amount of guidance given 
in the initial talk on the assignment—a talk which might perhaps 
be compared with the “ Contents ” pages with which Dr. Marshall 
and Professor Pigou preface their books. There is no forcible 
feeding beyond the prescribed minimum of reading; the student 
can go at his own pace, and travel as far beyond the minimum 
requirement as he wishes. Writer’s cramp disappears, and 
practice produces marked improvement in the art of summarising 
books. Above all, the group meetings make possible the gaining 
of self-confidence, foster questioning and discussion, make 
students try to do good work for fear of the censure of their 
fellows, and provide, as part of the day’s work, for that “ contact 
of mind with mind ” which is always blessed as the essential virtue 
of a good university, but which usually, in the new universities, 
has to be sought in the smoke-room or in students’ societies. 

The experiment was carried on for the first half of the session, 
and at the end of that period the class was asked to meet, and draw 
up a report embodying its opinion concerning the method of 
study and making suggestions for the improvement of the system. 
This was duly done, and a lengthy report, signed by the class 
chairman, was handed to the lecturer conducting the experiment. 
This report may be regarded as expressing the honest opinion 
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of the students. It first states the advantages of the plan as 
follows : 


(1) Range, depth, and amount of work covered. 

(2) Elimination of cramming for mere examination repro- 

duction. 

(3) Lectures—(a) Not for examination purposes; therefore 
of greater interest, because topics of wider interest 
can be discussed. 

(b) Gather up the threads of the work done in summaries 
and essays—clarify, crystallise and correct one’s 
ideas. 

(4) Hssays.—(a) Give facility of expression. 

(b) Make one definitely formulate one’s ideas. 

(c) Make for clarity—no haziness of thought can exist 
after the writing, reading, and criticising of an essay. 

(5) Summaries.—(a) Are direct evidence of work done. 

(b) Are valuable for future reference. 

(6) Group discussions.—(a) Extremely valuable. Controlled 
by students. 
(b) All get the benefit of the specialisation of others. 
(c) Different points of view are aired and mental activity 
intensely stimulated by the competitive element. 
(d) Are almost social functions; the formal lecture- 
theatre atmosphere is absent. 
The disadvantages are next stated. 
(1) Amount of work done is out of all proportion with other 
university subjects. 
(2) Lays an excessive demand on the time of people engaged 
in other work, or other subjects, to their detriment. 





Hence the “ constructive criticism ” submitted by the class 
chiefly reflects the feeling that the burden had been too heavy, 
and urges smaller assignments, a smaller minimum of reading, 
a longer period in which to do the work, and if possible the exten- 
sion of the course to cover two years instead of one. That the 
work was too heavy is admitted by the lecturer, but it is gratifying 
to see that the class had no desire to go back to the old lecture 
system. 

From the teacher’s point of view certain comments can be 
made on the plan. The work was more exacting and strenuous 
than a lecture course would have been. To compile an assign- 
ment, attend the discussion groups, examine and comment on 
the book summaries, and deliver a lecture of the type required 
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was far more exhausting in its demands on one’s energy, patience, 
ingenuity, and tolerance than would have been the preparation 
and delivery of four lectures. But experience has taught the 
need for making less heavy the burden for teacher and student 
next time, and meanwhile the effort was amply repaid by the 
startling indications of the improvement in the quality of the 
students’ work as the session went on. The class was working 
for the Ordinary B.A. degree, with one or two Honours men 
included. For the first assignment most of the students did 
third-class work, with one or two firsts and afew seconds. When 
the experiment ended in the middle of the session, nearly all were 
in the first class for their essays and summaries, a few were in the 
second, and none in the third. Later on, when the examination 
confirmed this improvement, students and teacher alike had the 
satisfaction of knowing that the results were gained by steady work 
and constant improvement throughout the whole year, and were 
not due to a successful third term’s spurt of hard cramming and 
lucky anticipation of questions. 

Before describing the examination, however, a word must be 
said concerning the work done during the second half of the 
session under another lecturer. The field to be covered was the 
period since 1760, and for this certain books—Macgregor, Evolution 
of Industry, Knowles, Industrial and Commercial Revolutions, 
the Select Documents, and an Australian text-book—had to be 
read. One lecture a week was delivered on topics, British and 
Australian, on which the lecturer had carried out research, but 
it was felt that students should know something about the many 
recent works on modern developments. A book summary 
meeting was therefore held every Saturday morning. Each 
student was set the task of summarising one important book, 
and the list included such volumes as Levy’s Economic Liberalism, 
Scott’s Joint Stock Companies (Vol. I), Wallas’ Life of Place, 
Hovell’s Chartist Movement, Sombart’s Quintessence of Capitalism, 
C. K. Hobson’s Export of Capital, Williams’ Cecil Rhodes, Morison’s 
Economic Transition in India, and Tawney’s Acquisitive Society. 
The student, in a half-hour summary of the book, had to give a 
general outline of its contents, indicate the important sections 
which others should try to read, and express an opinion on the 
value of the volume. Questions and discussion followed, and 
hard-worked students thus came to know something about the 
contents of a large number of books they had no time to read. 
The chief criticism of these meetings, made by one of the students, 
was that members of the class probably knew little beforehand 
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about the theme of the book, and their questions and comments 
were therefore uninformed, rambling and at random. This defect 
will be overcome in some degree by asking each student to prepare 
for circulation a digest of his book, and copies of this digest will 
be handed round the day before the summary is read. 

An experimental year ended with an experimental examination. 
It was felt that the student’s classification should depend quite as 
much on the work done during the year as on the answers to a set 
of questions. The examination should be a confirmation of the 
year’s work rather than the sole test of it. Therefore all written 
work done during term was counted as equivalent to one paper, 
and two others were set on examination day. Further, it was 
felt that an examination should be not so much a test of memory 
as of a student’s ability to use his books in facing and discussing 
problems. Students were therefore allowed to bring text-books, 
essays, book summaries, and atlases into the examination room. 
By carefully framing the questions we had made it impossible 
for anyone to copy the answer from the books; but the candidate 
who really kuew his subject could strengthen his arguments and 
make sure of his facts by reference to the contents of the kit-bag 
at his side. Actually, the best students seem to have made little 
use of their books. Their memories were too good, or the time 
was not long enough to allow them to search for chapter and 
verse. But all agreed that it gave confidence to know that the 
volumes were accessible if required. 

No claim is made that the teaching plan described above is 
the only road to the educational Rome. The actual methods 
pursued last year will be modified at many points this session 
in the light of teacher’s and students’ experiences. They cannot 
be applied to classes containing more than thirty or forty students, 
unless a staff of tutors is available. Probably other teachers are 
evolving methods better than those tried in Adelaide. But the 
results of a year’s trial, whether tested in the light of recent 
educational theory, or by the quality of the students’ work and 
the enthusiastic zeal with which the class attempted herculean 
tasks, suggest that we are not on a wrong track. 

A. L. G. Mackay 


H. Heaton 
University of Adelaide. 











REVIEWS 


A Tract on Monetary Reform. By J. M. Keynes. (Macmillan 
& Co. 1923. 7s. 6d.) 

Mr. Keynes dedicates his book, “‘ humbly and without 
permission, to the Governors and Court of the Bank of England, 
who now and for the future have a much more difficult and 
anxious task entrusted to them than in former days.’’ Monetary 
Reform, in fact, is above all a responsibility attaching to the 
Central Banks of issue, of which the foremost in the world is 
the Bank of England. “ In the modern world of paper currency 
and bank credit there is no escape from a ‘ managed’ currency, 
whether we wish it or not;—convertibility into gold will not 
alter the fact that the value of gold itself depends on the policy 
of the Central Banks ”’ (p. 170). 

Mr. Keynes’s five chapters fall into three parts. The first 
two are devoted to an analysis of the disorders that have arisen 
in the realm of currency during and since the war. Chapter I 
gives a most illuminating account of the consequences to society 
of changes in the value of money. Chapter II deals with the 
subject in relation to public finance. Here Mr. Keynes brings 
out the effect of discredit of the currency in limiting the possi- 
bility of procuring resources for a Government by forced issues 
of paper money. The “ flight’ from the currency is the method 
of defence adopted by the public against the efforts of the 
Government to fleece them by inflation. Perhaps Mr. Keynes 
is a little too tolerant of the idea of using paper money in this 
way. It is doubtless impossible to deny that ‘‘ a Government 
can live by this means when it can live by no other,” while his 
whole argument is directed to prove that even by this means a 
Government cannot live indefinitely. And it may be that his 
solemn disquisition upon inflation as a method of taxation is 
intended to have a gently ironical flavour. Probably Mr. Keynes 
has felt bound to take this absurdity seriously because great 
statesmen and bankers in some parts of Europe have not merely 
taken it seriously, but have put it into practice and defended 
their action. The withering denunciation in the ‘“‘ Economic 
Consequences of the Peace’’ of the policy of debauching the 
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currency is more satisfying, even though Mr. Keynes's apparently 
detached criticism has the advantage at any rate of revealing 
the exact way in which this extravagant abuse must lead to a 
breakdown. 

In his middle chapter Mr. Keynes deals with matters of 
general theory. He does not aim at giving even in outline 
a complete exposition of monetary theory (which would, of 
course, be out of place in such a book), but rather at filling in 
certain gaps where the theories commonly accepted are defective. 

First of all he re-states the Quantity Theory, introducing, 
in place of the awkward concept of rapidity of circulation, the 
much more workable one of what may be described as the wealth 
value of people’s balances of cash and credit; k and k’ have 
already become famous among currency experts. Next follows 
a very acute criticism of the purchasing power parity theory 
of the foreign exchanges, particularly with reference to the 
‘“‘ equation of exchange’”’ and to the relation between internal 
and external prices. The rest of the chapter is occupied with 
the two subjects of Seasonal Fluctuations, and the Forward 
Market in Exchanges, the latter being a topic upon which Mr. 
Keynes speaks with special authority. 

Great as is the interest of these first three chapters, public 
attention has not unnaturally been mainly attracted to the 
remaining two, in which are set out Mr. Keynes’s practical 
proposals. 

In Chapter IV he propounds three questions : 

(1) Do we wish to fix the standard of value near the existing 
value, or to restore it to the pre-war value ? 

(2) Should the currency be stable in terms of purchasing 
power or in terms of certain foreign currencies ? 

(3) Should a gold standard be restored ? 

Armed with the results of the preceding chapters, Mr. Keynes 
decides in favour of stabilising the currency at or near its existing 
value, and stabilising it in terms of internal prices rather than 
of foreign currencies. 

The gold standard he rejects, and it is this rejection that 
has aroused more controversy than anything else in the book. 
He thinks that before the war gold provided a reasonably stable 
standard of value. ‘‘ But the war has effected a great change. 
Gold itself has become a managed currency.’ Gold “ stands at 
an artificial value, the future course of which almost entirely 
depends on the policy of the Federal Reserve Board of the 
United States.”” The reinstatement of the gold standard means, 
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therefore, “‘ that we surrender the regulation of our price level 
and the handling of the credit cycle to the Federal Reserve 
Board.” For the present the Federal Reserve Board is pur- 
suing the policy of a stabilised dollar, “ the latest scientific 
improvements, devised in the economic laboratory of Harvard.” 
It may continue in this path, but even so the adoption of a 
gold standard by this country would have the disadvantage of 
placing our currency at the mercy of the Board, for in Mr. 
Keynes’s opinion the Board would enjoy a preponderance of 
power over the Bank of England. But there is no guarantee 
that America will adhere to a stabilised gold dollar. The Federal 
Reserve Board “is still liable to be overwhelmed by the 
impetuosity of a cheap money campaign,” with the inevitable 
consequences of a wild rise in dollar prices such as occurred in 
1919-20. And there is further “the possibility of a partial 
demonetisation of gold by the United States through a closing 
of its mints to further receipts of gold.’”’ Gold would then be 
left to depreciate without the support of the American monetary 
demand. 

Mr. Keynes’s chief fear is a change of policy in America, 
bringing about a sudden and inordinate fall in the commodity 
value of gold. Undeniably this might occur. If it did, it is 
difficult to challenge the conclusion that, temporarily at any 
rate, it might be advisable to suspend the free coinage of gold 
rather than compel the Bank of England to buy all that America 
might export. 

At the same time it is not desirable to exaggerate this danger. 
Suppose the ‘“ cheap money campaign’”’ to materialise, and an 
expansion of credit on the grand scale to begin. And suppose 
that the Bank of England and the central banks of other 
countries which are close to gold parity decide to do what they 
ean to check an excessive credit expansion. Gold will flow from 
America first to Sweden, then to Canada, then to Holland, 
then to Switzerland. The drain of gold into these countries 
would have to be enough to swamp the control of credit in them 
one by one. It would make but a slight impression upon the 
American supply of over £800 millions, but it would not be 
negligible. An export of gold, even if it be no more than £20 
or £30 millions, is likely to have a perceptible psychological 
effect. Once the loss of gold begins, people ask when it is going 
to stop, and whether something ought not to be done to check it. 

By the time the commodity value of the dollar has fallen 
to that of sterling, the turn of London to attract gold will have 
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come. If the Bank of England and the Treasury co-operate 
to prevent the gold from occasioning a credit expansion (e. g. 
if bank rate is kept up and sufficient Treasury bills are sold to 
draw off the redundant gold into the Currency Notes Reserve 
Account), London could absorb enough gold to affect the American 
situation seriously. It is not merely that the withdrawal of 
£100 or £150 millions of gold would necessitate a corresponding 
increase in rediscounts. If the Federal Reserve Banks were 
pursuing a deliberately inflationary policy, they would not take 
advantage of that to restrain the credit expansion. But the 
restoration of the gold standard in England and elsewhere would 
mean that the world prices of American exports would be kept 
down. The gold exports would, in fact, take the place of the 
goods which rising internal prices prevented American producers 
from selling abroad. Now in the American credit system the 
exporting interests happen to play a very prominent part, and 
as the demand for their products in the home market is on the 
whole very inelastic, an unfavourable export market is apt to 
react sharply upon the state of credit. Thus so long as a credit 
expansion is successfully prevented in European gold standard 
countries, the American credit expansion is likely to be kept 
within bounds. That expectation of rising prices and ready 
sales upon which a credit expansion feeds itself would be absent 
from the most important part of the American credit market. 

These circumstances are not an absolute safeguard against 
an American inflationary movement flooding us with gold. Nor 
can it be taken for granted that the Central Banks of Europe 
will take the right action to prevent a credit expansion spreading 
from the United States to their countries. A high bank rate 
and a credit restriction in face of excessive imports of gold would 
be in flagrant contravention of all the rules so dear to the thumbs 
of the City. 

But merely to discuss the question whether the gold standard 
should or should not be restored is to take for granted an advance 
upon pre-war ideas on the subject of credit control. This once 
admitted, the course suggested becomes a reasonable alternative 
to a suspension of the free coinage of gold. It would, however, 
be open to the objection that it would place upon us “ our share 
of the vain expense of bottling up the world’s redundant gold ”’ 
(p. 175). For the moment indeed our share would be heavy, 
but it is not at all certain that we could not quickly diminish 
it. Some of the gold would probably return across the Atlantic 
when a cold fit supervened there. Some would be absorbed by 
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countries in Europe and South America reverting one by one 
to a gold standard. 

When Mr. Keynes turns round to view the problem of the 
redundant gold from the American standpoint, and argues in 
favour of the suspension of free coinage of gold in the United 
States, in order to get rid of it, he contends that the depreciation 
of the dollar “‘ would need to be prolonged and determined to 
produce the required result. Dollar prices would have to rise 
very high before America’s impoverished customers, starving for 
real goods and having no use for barren metal, would relieve 
her of £200,000,000 worth of gold in preference to taking com- 
modities ’’ (p. 201). Is not this a misconception of the alterna- 
tives as they would present themselves to the responsible 
authorities in Europe? The British Government would have to 
consider, not whether to receive gold or goods, but whether to 
forgo part of the profits of issue, as the price of restraining an 
undue expansion of credit, or whether to demonetise gold. The 
effect of the former course would be (really, but not apparently) 
to delay debt redemption, and probably to diminish the amount 
of capital this country could invest abroad. The situation 
would be much the same in Holland and Switzerland. And even 
in countries which do not invest abroad it is not at all likely 
that the Governments and Central Banks would be unwilling 
to receive gold at the cost of forgoing a part of their imports. 
Whatever economists think, Governments are in practice much 
less reluctant to discourage imports than exports. 

Thus a violent depreciation of the commodity value of gold 
arising out of a relapse of the United States into inflation, though 
not an impossible, is still not a very probable contingency. If 
there are real advantages in the re-establishment and maintenance 
of an international gold standard, it would be foolish to abandon 
these advantages as a mere precaution against a remote 
danger. 

There remains the possibility that the United States may 
demonetise gold. Mr. Keynes recommends both the United 
States and Great Britain to take this step, and threatens each 
with the consequences of the other taking it. If either country 
abandons gold, the advantages to the other of retaining it are 
obviously diminished, while the difficulty of keeping up the 
commodity value of a gold currency unit is enormously increased. 

Mr. Keynes hardly does justice to the case for retaining the 
gold standard. He greatly under-estimates the importance of 
the vested interests affected. Besides the interests of the gold 
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producers, to whom he refers, there are those of gold holders 
and gold creditors. The greatest gold holders are the Central 
Banks. Suppose that the free coinage of gold is abandoned in 
England, and that the Bank of England becomes free to lower 
its buying price for gold below £3 17s. 9d. the standard ounce. 
This step would be taken if gold were tending to depreciate. 
It would save the pound from falling with it, but would hasten 
the fall of gold itself. Suppose gold fell to £3. The 323 millions 
of standard ounces in the Bank of England would be worth 
£97} millions, a loss of £29 millions. This would wipe out the 
entire capital and rest in the Bank’s balance sheet, and leave a 
deficit of over £10 millions uncovered. Thus the first conse- 
quence of demonetisation would be the threatened bankruptcy 
of the Bank. 

Mr. Keynes's proposals in regard to the gold reserve are not 
very clear. The gold is to be concentrated in the hands of the 
Bank, while the Currency Notes are to be issued by the Treasury. 
What liability is the Bank to assume against the gold? Is the 
Bank of England note to continue in existence? That way lies 
bankruptcy. The liability must be one fixed in gold, otherwise 
this asset of £126 millions becomes a vast speculation in a com- 
modity. It would seem that the Government must buy the gold 
from the Bank, and then lend it back as a gold deposit. The 
Bank could only buy and sell gold as the agent of the Government. 

Substantially the same procedure would be necessary in 
every country with a big gold reserve; the gold would have 
to be taken over by the Government. As backing for its note 
issue, the Central Bank would substitute for the gold a debt 
due from the Government, the most unsound of all assets for a 
Central Bank to hold. It is hardly necessary to add that to 
mint the gold into token coins never intended to circulate would 
be a transparent sham. 

As to the gold itself, Mr. Keynes says, ‘“‘ as an ultimate safe- 
guard and as a reserve for sudden requirements, no superior 
medium is yet available.” But will that be so, when it can 
no longer be sold all over the world at a fixed price? Every 
Government will be anxious to seize opportunities to transform 
so inconvenient an asset into a credit in a foreign country; 
every Government will be intensely reluctant to buy more gold. 
Very soon the gold reserves will all have become useless and 
burdensome encumbrances. 

In the United States there is a combination of all kinds of 
motives to retain the gold standard. They have powerful gold- 
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producing interests. Their Central Banks and Treasury hold 
£800 millions of gold. Their Government is a creditor in gold 
on a large scale. Their national debt would be placed by 
demonetisation in a very equivocal position, along with many 
private debts, which are expressed to be payable in gold dollars 
of the existing weight and fineness. How would they be payable 
if the current gold coins-became tokens? The gold clause is 
intended to guard against a depreciation of the current dollar 
in relation to gold. But how is it to be interpreted if gold 
depreciates in relation to the dollar? Can the difficulty be set 
right by legislation within the limits of the constitution? If 
this is attempted, how long will it take to place the matter 
beyond doubt ? 

Under existing conditions the purchase of gold at $20.67 a 
fine ounce is, no doubt, expensive. But the best prospect of 
relief is to be found in a revival of the monetary demand for 
gold in other countries. And this does not need a sensational 
inflation. A rise of 10 or 12 per cent. in the American price 
level would bring the Canadian dollar, the pound, the guilder and 
the Swiss franc to par. If America goes on absorbing the world’s 
surplus gold without the assistance of any other country, it 
seems likely that sooner or later the dollar will depreciate to the 
extent required. 

On the other hand, even if it be granted that a catastrophic 
fall in the commodity value of gold is not a probable danger, 
there still remains the question whether the pound and the 
dollar, reunited by the old bond of gold parity, can in the future 
be so stabilised as to supply a satisfactory standard of value. 
Mr. Keynes fears that the Americans would chafe against any 
binding agreement. Nevertheless, he looks forward to “ an 
intimate co-operation between the Federal Reserve Board and 
the Bank of England, as a result of which stability of prices and 
of exchange would be achieved at the same time.” Only he 
suggests that it ‘‘ should be allowed to develop out of experience 
and mutual advantage, without either side binding itself to the 
other.”’ 

A binding agreement would in any case hardly be possible 
upon a matter requiring so wide a practical discretion and so 
intimate an adaptation to local circumstances as the regulation 
of credit. The practical question is whether we should now 
aim at a return to a gold standard, and should hope for the 
desired ‘‘ intimate co-operation’’ to begin as soon as the gold 
standard is attained, or whether we should abandon the 
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gold standard and let a new dollar parity grow up out of 
circumstances. 

Mr. Keynes does not quite give the authorities of the Federal 
Reserve System due credit for the enlightenment they have 
shown. However much they may have been inspired from 
Harvard, the fact remains that they have shown more apprecia- 
tion of the advantages of stabilisation than any other bankers 
in the world, and have done much in the last two years to prove 
that stabilisation through credit control is possible. 

By the time Mr. Keynes has converted Europe to the doctrine 
of stabilisation, America will be found quite ready to co-operate, 
and his “ ideal state of affairs,’ the stability both of prices and 
of exchange, will become an accomplished fact. 

In insisting that stability of prices is more important, even 
for this country, than stability of exchange, he is almost certainly 
right. To instability of prices is traceable the trade cycle with 
its sinister train of unemployment, industrial disputes, crises 
and bankruptcies. Yet the special interest of London in stable 
exchanges should not be forgotten. The system of an inter- 
national clearing house is hardly workable without them. It is 
true that, if we have a stabilised paper pound, it would be in 
reality better qualified for use as an international unit than 
an unstabilised gold dollar. But it is probable that most other 
countries would still prefer to base their currencies on the gold 
dollar rather than on the paper pound. And if the gold dollar 
itself were stabilised, they would certainly prefer it. The pound 
would then labour under all the disadvantages of seasonal and 
other short-period exchange fluctuations, which would be a 
serious deterrent upon the use of bills on London except to 
finance our own imports. 

Mr. Keynes’s proposals have been persistently criticised as 
involving a “managed” currency. This criticism is not very 
intelligent. With a fully developed credit system the currency 
must be “‘managed’’; it cannot be automatic. At first the 
Bank of England thought the working of the Act of 1844 would 
be automatic, and within three years they were faced with a 
crisis. Some of the critics, however, base their objection upon 
the intervention of the Government in the task of management. 
This is a complete misconception of the proposals. Mr. Keynes 
would place the responsibility almost entirely upon the Bank 
of England. The Treasury would continue to issue Currency 
Notes, but only in the present automatic manner. 

In describing the existing machinery for the control of credit 
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he assigns perhaps rather more prominence to the Treasury 
than the facts justify, and this may be the explanation of the 
mistake of his critics. He does not quite appreciate the manner 
in which the management of the floating debt has been separated 
off from the control of credit. So long as Treasury bills are 
sold by tender in the amounts required to keep up Exchequer 
balances, no more and no'less, there are no Ways and Means 
advances from the Bank (except for a week or two after heavy 
interest payments or bond maturities). With this system 
Treasury bills differ little for the purposes of the money market 
from commercial bills. The banks cannot by reducing their 
holdings “‘ increase their cash and compel the Treasury to borrow 
more either from the Currency Notes Reserve or from the Bank 
of England,” because if one holder lets Treasury bills drop, 
another tenderer will always be found, at a price, to buy those 
that are offered. In reality when the banks need cash, they 
call it from the money market, which supplies itself from the 
Bank of England. For the purpose of rediscounting or securing 
advances from the Bank, Treasury bills and good commercial 
bills are all one. So long as the Treasury follows this system, 
and the money market works, the Government keeps clear of 
any interference in the regulation of credit. It abjures the use 
of the great power which its control of the floating debt and of 
the Currency Note issue gives it. 

The publication of this very remarkable book marks a stage 
in the progress of monetary theory in relation to practical affairs. 
Its influence, already noticeable, will grow, and, even though 
the precise proposals advocated by Mr. Keynes may not be 
adopted, the effect of his lucid and masterly reasoning will be 


clearly seen as policy develops. 
R. G. HawTREY 


The Theory of Social Economy. By Gustav CasseL. Translated 
by JosepH McCasBe. (London: T. Fisher Unwin. 1923. 
2vols. Pp. vii+ 654. 42s. net.) 


Proressor CassEL’s Theoretische Sozialokonomie was first 
published at Leipzig in 1918; and readers of the JourNAL will 
hardly need reminding that it has already been twice reviewed 
in these pages. Dr. Von Koch contributed an “ introductory 
notice ’’ soon after its appearance (JOURNAL, Vol. X XIX. p. 333), 
and this was followed by Professor Edgeworth’s closely-reasoned 
criticism of the first two books (JouRNAL, Vol. XXX. p. 530). 

No. 184.—VvoL, XXXIv. R 








236 THE ECONOMIC JOURNAL [JUNE 


But the appearance of this English translation, adapted from the 
second edition (1921), may fittingly be made the occasion of some 
further consideration of Professor Cassel’s views. For attempts— 
such as this is—to re-survey the whole field of economic theory, 
and to present systematic conclusions as to the causal relations 
underlying the activities with which it is concerned, are becoming 
infrequent : partly because, in the light of the data available, 
there is little that is new to be said as to the limits within which 
general principles may be formulated, partly because the mastery 
of the data, to an extent which renders possible a re-statement of 
general principles, is in any case beyond the scope of all but the 
very few. Among those few Professor Cassel occupies a prominent 
position. 

English students will find it interesting to compare Professor 
Cassel’s approach to his subject with that of Dr. Marshall, 
especially as the former goes out of his way to invite such com- 
parison. It should first be pointed out, perhaps, that there is 
much which the two authorities have in common. A conscious- 
ness of the profound importance of the inter-relations of exchange 
and distribution; a realisation that such inter-relations are 
essentially dynamic in character; an emphasis laid, accordingly, 
upon the significance of the time-element ; an insistence upon the 
problem of value as fundamental—these things are common to 
both writers. They are, it may be objected, mere commonplaces 
of theoretical presentation. But if indeed they are so regarded, 
it is only because of the skill and thoroughness with which Dr. 
Marshall has discharged the task of a lifetime. Professor Cassel, 
who is not prodigal of bouquets, recognises his predecessor’s 
analytic supremacy; but probably his indebtedness to English 
classical economics is even greater than he himself supposes. 
So, at least, some study of the alleged points of difference to which 
Professor Cassel calls attention would appear to us to suggest. 
Of these points of difference three are especially significant— 
the importance attached by Professor Cassel to the “ principle 
of scarcity’ in the determination of value; the substitution of a 
theory of “ pricing” for the classical theory of value; and the 
elimination of that “‘ dualism ” which, in the English theory with 
which we are familiar, leads to the inclusion of interest and wages 
among the determinants of cost, while rent (no less than the 
others, in Professor Cassel’s view, the ‘ price” of a factor of 
production) figures as a resultant. In these three respects, 
among others, Professor Cassel claims to have simplified, and, 
in simplifying, to have improved upon, classical economic theory. 
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We are inclined to think that the points of difference, upon 
which Professor Cassel lays such stress, are not as fundamental 
as at first sight appears, and that the novelty of his discoveries 
is to that extent exaggerated. Consider first of all the “ principle 
of scarcity,” that ‘ there is a certain restriction of the possibility 
of totally satisfying all needs’ (p.7). This, we are told, is “ the 
essential thing that is lost sight of in Marshall’s theory of prices ” 
(p. 162). “‘ The whole of his system is an attempt to dispense 
with the principle of scarcity, or to reject scarcity as a determining 
factor of prices.” This, as Professor Edgeworth has already 
pointed out, is a gross over-statement. Scarcity, the “ fixed 
limitation of the available means of production,” is, surely, but 
another name for supply-in-relation-to-demand; and hence we 
learn without surprise (p. 162) that “the attempt ” (to dispense 
with the principle) “has, in a sense, formally succeeded in 
Marshall’s masterly presentation.” ‘‘ But,” says our author, 
“it was only possible because, on Marshall’s special assumption, 
the pricing process is such that the principle of scarcity does not 
appear externally, although it, naturally, always lies at the root 
of all the processes of pricing as general regulator.” We would 
not accuse Professor Cassel of naiveté; but here, in the same 
breath with his own criticism of Dr. Marshall, is something very 
like an answer to it. Is the controversy other, then, than one 
of these unending disputations de nominibus et verbis? Do not 
the roses smell as sweet, after all, in Dr. Marshall’s garden, albeit 
under old-fashioned labels? The truth is—as we conceive it— 
that the character of those inter-relations, upon the recognition 
of which a sound economic analysis primarily depends, is by this 
time sufficiently well appreciated; as Professor Cassel in effect 
remarks, if we have not got as far as that, we are dealing with 
something which is not a science at all. These observations are 
relevant also to our author’s treatment of rent. The suggestion 
that classical theory involves the antinomy between the prices 
of labour and of waiting and the price of the use of land, in all its 
Ricardian crudity, is quite unacceptable. The only deduction 
that can be drawn from Professor Cassel’s criticisms is that he 
has misconceived the notion of marginal cost. But there is 
no need to labour the point. As to the relative advantages of 
Professor Cassel’s pricing process, based solely upon scarcity, 
and Dr. Marshall’s conception of cost (as labour plus waiting), 
the student must decide for himself. But it seems to us that the 
importance of a theory of cost which stresses the human contri- 


bution, as opposed to that of nature, has a great deal to commend 
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it, and that the non-inclusion in cost of the prices of the use of 
land, and of natural materials, is not as perverse a complication 
of the problem as Professor Cassel supposes. Economic theory 
is not as completely dissociable from public ethics as he would 
have us believe. The conditions which it seeks to interpret are 
those created by organised societies of men and women, and there 
is, therefore, to the extent to which the conscious activities of 
such societies create a particular attitude of the human mind, 
a special problem of cost in Dr. Marshall’s sense. 

The pursuit of a theory of prices is the principal concern of the 
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first of Professor Cassel’s two volumes. It remains only to be 


said that not only in its central theme, but in its incidentals, 
there is much that will prove to the reader a source of deep 
intellectual satisfaction. The logical analysis of the concept 
of production has, says Professor Cassel, been confused with the 
descriptive analysis of its technique. ‘‘ An economic considera- 
tion of production must start from the fundamental fact that 
the satisfaction of the needs of humanity . . . must be continu- 
ous, and that, therefore, production is a continuous process ” 
(p. 25). Hence “ there is no place for an inquiry into the circum- 
stances in which the actually existing material goods came into 
being ” (p. 26). Again, there has been much fruitless expenditure 
of verbiage in the attempt to distinguish between productive 
and unproductive effort. ‘‘ This idea clearly fails to understand 


meee ene 


that the satisfaction of human needs is an independent aim, and | 


it implies a subordination of man to material goods that is not 
openly acknowledged, but is, nevertheless, latent in the theory 
and a cause of great economic confusion ” (p. 22). 


Not less distinguished by force and cogency is Professor | 


Cassel’s treatment of demand. The “ classical” exposition of 
the subject has tended to stress the analysis of the demand for a 
single ‘‘ commodity ” to an extent which dwarfs in significance 
some of the essentials of the problem. The demand for any one 


ee 


thing is conditioned, not only by the particular circumstances | 
affecting it, but by the circumstances affecting every other thing | 
with which it is, as an object of human desire, in competition. 
This is, of course, universally understood by the teacher; but it 


is often very far from apparent to the student. 

Possibly, too, there is a more satisfactory analysis of the 
notion of profit to be found in this book than elsewhere. There 
can, in our judgment, be no finality in the resolution of profit into 
its elements; it all depends on the fundamental position assumed. 
But Professor Cassel’s treatment of (1) effort, (2) waiting, and 
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(3) risk as distinct from (4) the differential element involved is 
as convincing as any we have seen, and affords a good foundation 
for the subsequent study of that most difficult of questions— 
the extent to which a theory of distribution should be based upon 
the assumptions of competition on the one hand, and the fact of 
monopoly on the other (pp. 165-168). 

The second volume deals-(Book III) with Money and (Book IV) 
with the “‘ Theory of Conjuncture Movement” (‘‘ Conjecture 
Movement ” in the table of contents). Personally we prefer the 
term “industrial fluctuation.”” English readers are already 
familiar with the contributions that Professor Cassel has made 
to monetary theory. ‘There are,” he tells us in an appendix 
(p. 635), “ two new experiences of fundamental importance which 
must now be used in a further development of the theory of 
money : first, the direct dependence of the general level of prices 
upon the deliberate creation of new media of payment; secondly, 
the predominant influence of the relative value of money in 
various countries upon the exchanges between them.” But 
important as these principles are, the foundation of Professor 
Cassel’s theory of money, now “‘ published . . . with unimportant 
additions, just as it was written before the war,” remains un- 
changed. Book III is very largely historical and descriptive 
in character, and perhaps exemplifies, even better than does the 
rest of the work, the author’s capacity to deal with economic 
problems in a manner at once logical and realistic. 

The exposition of “ Conjuncture Movement ”’ is also largely 
realistic, and is strengthened by the use of much statistical 
material, such as has not been made accessible in any similar 
work. The explanation of industrial fluctuation put forward 
is not, as regards its general drift, unfamiliar; but the evidence 
brought forward in support of a view which already meets with 
very general acceptance—that ‘ conjunctures”’ can be traced 
to the maldistribution of resources, as between their capital uses 
and consumption uses—is marshalled with singular ability. And 
Professor Cassel’s method contains much that other workers are 
likely to find suggestive as to the application of relevant material. 

As to the ultimate cause of “‘ conjuncture movement ”’ we 
are, it is true, left in the dark; but as we are convinced that any 
general explanation—and there may be none at all—is psycho- 
logical, and as Professor Cassel would regard the psychology of 
social organisation as outside the sphere of theoretical economics, 
the failure here is hardly surprising. Enough that where there 
is material progress, industrial fluctuation is inevitable. ‘‘ The 
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man who complains of conjuncture movements, and condemns 
a social order that facilitates or permits them, is really complaining 
of the advance of our material civilisation ” (p. 622). We do not 
dispute the dictum; but it still leaves much that is socially of 
some importance to be investigated. 

And indeed the scope of economic inquiry, as envisaged by 
Professor Cassel, demands some comment. In both of these 
volumes—but especially in the first—the limits of economic 
analysis are narrowly prescribed and rigidly adhered to. “I 
intend,” says the author, “to treat the economic relations of a 
whole social body as far as possible irrespective of its extension, 
its organisation, its laws of property, etc. The ultimate aim of 
economic science must be to discover those necessities which are 
of a purely economic nature and which cannot be arbitrarily 
mastered by the will of men” (p. vi). This restrained interpreta- 
tion of the economist’s functions is one that, to many of Professor 
Cassel’s readers, may seem a trifle démodé. It has obvious 
disadvantages. It involves the substitution of a theory of 
“ attribution ” (7. e. of distribution among “factors ”’) for one 
of distribution among men; to understand the place which the 
village cobbler occupies in the scheme of things, we must resolve 
him into a complex of variables. We bow to this necessity. 
But we are waiting—are we not?—for the economist who, 
surveying, as Professor Cassel does, the whole field, will yet show 
how to give to the kaleidoscope the further turn it requires, so 
that the scattered “factors” may piece themselves together 
again, and make themselves manifest in flesh and blood. Pro- 
fessor Cassel cannot adequately criticise, as here and there he 
attempts to do, either the possibilities of social organisation or 
the mutual obligations of societies and individuals, while remaining 
as loftily indifferent as he seems to be to politics and ethics. 
We are well aware of the answer to this criticism—that the 
introduction of political and ethical considerations would deprive 
the work before us of its character of general applicability. But 
may not this quality of general applicability be somewhat dearly 
bought? May not Professor Cassel’s detachment of theoretical 
principles from such “ arbitrary ” influences as laws of inheritance, 
property distribution, State regulation of industry, and systems 
of taxation, have the effect of creating in the mind of the student, 
who is attracted by the term “social economy,” some measure 
of disappointment ? 

In conclusion, there are certain criticisms of the format of 
this work that we ought, in justice to the author, to put forward. 
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The translation has been competently done, although Mr. 
McCabe’s phraseology—as perhaps is inevitable in a translation— 
strikes us, here and there, as angular and crude. But if his 
lapses from style are not infrequent, his lapses from intelligibility 
are rare. We feel, nevertheless, that the translation should at 
least have been revised by some scholar more familiar with the 
technicalities of economic life. There is no reason at all why an 
industrial boom should be called a “ high conjuncture ”’ or the 
rediscounting of bills the ‘‘ reflux of bank media.” 

A further obstacle, which a little trouble would have remedied, 
lies in the inadequacy of the index. The German original has, 
it is true, no index at all; and the one before us is practically 
worthless. And it is troublesome to have to turn to an index 
in Vol. II for reference to Vol. I. The value of a work of this 
calibre would be much enhanced too by the addition of an 
analytical table of contents. The sectional headings provided 
give little clue to their subject matter, so that it is only by repeated 
re-reading that reasonable familiarity with the contents of the 
work can be attained. 

Finally, we are much exercised in mind as to what the market 
for a work such as this, at its published price, is likely to be. It 
may be one of those books that no student can afford to ignore : 
it is certainly one that few can afford to buy. And the business 
man, who would profit much by reading it, is likely to be repelled 
by the abstract character of the work and by its unfamiliar jargon. 

What we should like to see is some freely rendered abridgment 
of the present work published at about a quarter of its price. In 
such guise the considerable contributions that Professor Cassel 
has made to economic theory might be more attractively presented 
than is possible in a literal translation. We commend the idea 


to the author and to his publishers. 
H. PHILuies 


Grundsitze der Volkswirtschaftslehre. By Cart MENGER. 2nd 
Edition. With Preface by his son, Kart, and Introduction 
by Pror. Ricwarp ScHvULuER. (Hdélder, Wien; Freitag, 
Leipzig. 1923. Pp. xviii + 335.) 

It is now three years since Menger passed away in Vienna. 
This book is to be a first volume of Remains which may extend 
into three volumes (Preface, pp. ix, xi). The title is slightly altered ; 
there is no longer, as in 1871, the sub-title “ First and General 


1 Obituary by Mr. Epstein, Economic JournAaL, June 1921, pp. 271-2. 
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Part.”’ As projected in 1871 (see present Preface, p. vi), the second 
part was to have dealt with Interest, Wages, Rent, Income, 
Credit and Money; the third with Production and Trade, both 
technically and economically; the fourth with Criticism of the 
Present Economy and Proposals for Social Reform. 

The section on Money, a small one in 1871, now runs to 
90 pages, all the original chapters being replaced by the exhaustive 
article on Money contributed by Menger to Elster’s Handworter- 
buch der Staatswissenschaften (XVII). 

In its final much-revised form, in the 3rd edition of Elster’s 
book, this was one of Menger’s best achievements, and it is 
rightly made more accessible. 

The controversy excited by the Principles on its appearance 
in 1871, especially the dispute on Method, diverted Menger from 
the placid accomplishment of his plan, and it remained unaccom- 
plished at his death. His son has given us the means of com- 
pleting certain parts of it from manuscripts and even printed 
papers left by his father. The contributions to journals will be 
reprinted. 

It is interesting to hear that Menger never found occasion 
to alter any main principle, throughout his life (p. x). One of 
the additions, the doctrine of Wants, now printed (pp. 1 to 8), 
was ready in 1871, but withheld for more study and material. 
The expression “ opportunity of gain,” on which Bohm Bawerk 
comments (Hist. of Interest, 4th edition, 1921, p. 233) occurs 
first in its place (p. x). The treatment of goodwill and other 
** Relations ”’ (Verhdlinisse) is not quite the same as in the first 
edition; and the “uses ”’ (Nutzungen), that are a bone of con- 
tention to theorists on Capital and Interest, are handled rather 
differently. We are promised (for Vol. II of these Remains) 
the correspondence of Menger and Béhm on the subject (pp. xii, 
xiii, xiv). 

Menger’s great services were: (1) the clear statement in 
ordinary language of the theory of final utility; (2) the dis- 
tinction between goods of nearer and goods of remoter orders, 
as a foundation for a theory of Cost; (3) the theory of comple- 
mentary goods, including what Mill and Jevons called Joint 
Cost (pp. 14, 15). 

The Ist edition described the second distinction (2) as between 
goods of the lower and of the higher order. Menger at first 
disliked Boéhm’s variation of ‘‘ nearer’’ and “ remoter,” but has 
in this 2nd edition adopted it. It appears that he once thought 
of saying “‘ goods of more or goods of less complex mediateness ”’ ; 
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‘ b 


we should certainly have “ needed another for working days.’ 
Nearness to the actually finished article or remoteness from it 
has quite a clear meaning (pp. 21, 22 n.). 

A more substantial difference between the Ist and 2nd 
editions appears on p. 100 (with editor’s note). 

The name Capital is applied in a stricter sense than in the 
earlier part of the book.. It is now considered as provision 
for future wants, not simply all goods yielding a “use” (ef. 
pp. 89, 90). We might call the distinction roughly a distinction 
between producer’s and consumer’s “ capital.” 

Menger regards ‘“‘ means of exchange ”’ as the first explanation 
of Money; ‘‘ measure of value”’ comes afterwards (pp. 261, 
267, foot, against Knies). He is firmly opposed to Prof. Knapp’s 
view of the power of the State to determine what is or is not 
Money (pp. 264 top, 269 n.). The idea that we can ever have 
a commodity so unchangeable as to be a universal measure of 
value seems to him to be as visionary as the idea of squaring 
the circle (p. 299; cf. p. 309 top); and there are cases where 
money is not the measure at all, and only “ trade and economic 
estimate ’”’ can help us to valuation (p. 297). 

It is to be hoped that, as we have recovered this buried 
article “‘ Geld,’ so we shall have again the evidence of Menger 
before the Monetary Commission of 1892. It was said to have 
affected the Bourse, probably a unique triumph for an economist 
(Protocols, Wien, 1892, pp: 270, 271). 

The editor explains the absence of full references to writings 
of the last generation by saying that his father’s views grew up 
under the influences prevailing before 1871, and references to the 
works of that early date are abundant. Some of us may 
perhaps think no defence was needed; while all palpable hits 
should be confessed, occasional respite from references is a real 


boon. 
J. Bonar 


Foundations of Agricultural Economics. By J. A. VENN, M.A. 
(Cambridge University Press. 1923. Pp. xiv + 397; 12 
illustrations. 16s.) 


Ir is now some thirty years since agriculture came to be the 
subject of organised study at the hands of persons other than 
those engaged in the practice of the industry. The history of 
the first half of the nineteenth century is rich in the achievements 
of practical men, landowners and farmers, in the improvement 
both of methods of handling the soil and of the live-stock of the 
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farm. More recently the scientist began to attack the problems 
of agriculture, and enormous progress is attributable to the work 
of chemists, physiologists and botanists in this field. Beginning 
with the investigations of a few men in private, or semi-private 
laboratories and experiment stations, this work has now become 
almost a State service, and considerable and increasing allocations 
from public funds have been made during the past thirty years 
for the endowment and prosecution of scientific research in 
agriculture at the educational centres which have been organised, 
for the most part during that time, throughout Britain. Agricul- 
ture was regarded as applied science; the feeding of crops and 
live-stock were obviously fitting subjects for scientific study, and 
a consideration of what could be done to assist the farmer resulted 
for a long time in the provision of research facilities only in the 
realms of natural and physical science. In more recent years, 
however, it has been realised that this organisation of research, 
necessary and fruitful though it be, does not exhaust the needs 
of the farming industry, nor does it cover the whole field of 
investigation. Agriculture is a business as well as an art, and its 
economic organisation calls for study equally with its technical 
development. The farmer is concerned not necessarily to produce 
this or that, nor to produce it more abundantly, nor of better 
quality, according as science may indicate the way; given 
access to a sufficiency both of capital and labour, conditions may 
be contrived under which almost any product may be secured 
in almost any quantity. The growth of bananas, for example, in 
Hyde Park might easily be achieved with the help of scientific 
knowledge of the requirements of the plant, and whether the 
venture would be worth while depends not upon the possibility 
of successful culture, but upon the price realised for the fruit on 
the costermongers’ barrows in the Strand. In other words, the 
main concern of the farmer is to know what produce he can sell, 
and at what price, and then to raise it in ways which will secure 
him a margin between expenditure and price as remuneration on 
his enterprise. Science might indicate that certain large areas 
of land in Bedfordshire of very moderate quality were ill-adapted 
to the intensive culture of vegetables; an examination of the 
economic conditions, transport, markets, would show, on the 
other hand, that the advantages these areas enjoy in the way of 
access to large supplies of cheap organic manure for the improve- 
ment of the soil, and to insatiable markets for the disposal of 
produce, mark them out as pre-eminently suitable for this form 
of cultivation. The way in which the dairying industry has been 
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developed is another example of the dominance of economic 
factors in agriculture. The Great Western Railway, for example, 
carries milk to London over every mile of its system from Cornwall 
to Paddington. Almost every variety of soil is to be met, but 
neither soil, nor climate, nor breed of cattle affects the practice 
of milk production to the extent that it is determined by transport 
and market facilities. 

These examples may appear rather obvious and not to call 
for much examination. There are, however, many economic 
problems of urgent importance which can only be solved by 
extensive and continuous research. How can land, capital and 
labour best be combined in agriculture to produce the best results 
for the community? In Australia a farmer in the wheat-belt 
can handle five hundred acres, or even more, without regular 
help, by means of a heavy machinery equipment; in Japan, on 
the other hand, one man will extract a living from two acres of 
land by means of a prodigal expenditure of manual labour. 
Between these extremes every type of organisation is to be met; 
even in this country are found extensive grass ranches, producing 
little and employing about one man on every two hundred or 
three hundred acres, and also intensive arable holdings giving 
work possibly to twenty times as many. The value of these and 
of intermediate types requires investigation in the interests both 
of the industry and of the community, and the lack of data by 
which to test production is responsible for much confused thought. 
There is no generally accepted standard by which to measure the 
productivity of the agricultural industry; some writers set up 
the test of the value of the gross output per unit of land; others 
that of per unit of labour; others, again, the profit on the capital 
invested. Again, facile comparisons are made, frequently, 
between the methods and results of British and foreign agriculture, 
comparisons which too often ignore the effect of differing economic 
conditions. These and many similar questions are evidence, 
firstly, of the growing interest in the economic problems of 
agriculture and, secondly, of the need for their systematic study. 
It is remarkable that apart from the work of certain investigators 
on the historical side, such as Seebohm, Prothero, and Gonner, 
and others on the question of land tenure, such as Shaw Lefevre, 
modern research in agricultural economics may be said to begin 
with the studies of two Germans, Hasbach, who made an investiga- 
tion of the history and present condition of the English farm 
worker, and Levy, who examined the economics of large and 

1 W. Hasbach, A History of the English Agricultural Labourer (P. 8. King and 
Son, 1908). 
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small holdings in this country.1_ Since this time considerable 
progress has been made in the organisation of research in the 
economics of agriculture. With the assistance of grants from the 
public funds, five University centres have established departments 
to deal with this study. 

A certain amount of progress has already been made, particu- 
larly in the methods of investigation and in the study of particular 
problems. Lack of adequate data has hitherto prevented any 
general review of the nature and organisation of the farming 
industry in this country, and such as exists is scattered, for the 
most part, over a large range of periodical literature. For this 
reason the issue of a new publication dealing with the economics 
of rural industry is to be welcomed, as promising to supply a gap 
in agricultural literature. Mr. Venn’s book deals for the most 
part with matters of agricultural history, such as land tenure; 
the history of tithe, rates and taxes; of rural labour; of fairs and 
markets; of the nation’s wheat supply, and so forth; in fact the 
contents of the book for the most part bear out its title only to 
the extent that a knowledge of the history of an industry may be 
regarded as laying the foundation of the study of its present-day 
structure. In this sense, however, Mr. Venn’s essays can be read 
with real interest. On some subjects, for example, the inclosure 
movement and the history of tithe, the author has not much to 
say that is very new; on others, such as British agriculture under 
the influence of the World War, he has placed on record a con- 
dition of farming the lessons of which seem already to have been 
forgotten by the many. One of the sections of the book most 
interesting to the student of rural problems is that which deals 
with the economics of large and small holdings. The history of 
the development of the larger unit of production, and of the more 
modern attempt to re-establish the small occupier in large numbers, 
is recorded very fully, though it may be doubted whether Mr. 
Venn is justified in regarding the Act of 1819 (59 Geo. IIT, c. 12) 
as an early and unsuccessful effort towards land settlement ; it is 
difficult to believe that it was intended as anything more than a 
measure of poor relief, “a contrivance,” as Mill said, “ to com- 
pensate the labourer for the insufficiency of his wages by giving 
him something else as a supplement to them.” He also expressed 
the view that the provision of land by the overseers of the poor 
differed only from the allowance system in that it made the people 
“grow their own poor rate.” Mr. Venn is fully alive to the 


1 Hermann Levy, Large and Small Holdings : a Study of English Agricultural 
Economics (Cambridge University Press, 1911). 
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difficulty of making an absolute assessment of the relative values 
of large and small holdings, and his summary of the factors which 
go towards forming a judgment on the question should help many 
would-be land reformers to realise more completely the complexity 
of the problem. The question of occupying-ownership is discussed 
only from the statistical standpoint. There is no reference to 
the several experiments ‘initiated by private landowners in 
different parts of the country in the settlement of small proprietors 
ontheland. Perhaps the most notable of these is that of the Duke 
of Bedford, at Maulden, where nearly four hundred acres of land 
was disposed of in 1910 in holdings of various sizes. No deposit 
was required and the farms are being paid for on the annuity or 
instalment system at the option of the purchaser. A similar 
settlement was effected about the same date and upon similar 
lines by Mr. James Mason at North Leigh, Oxfordshire. In either 
case the landlord was willing to advance capital at a fair rate 
of interest for the equipment of the land with houses and building, 
and the success which has attended both these schemes seems to 
indicate that their or,janisation is worthy of examination. The 
experience of the Ministry of Agriculture in this respect is rather 
curious, in that the demand for ownership by applicants for 
County Council small holdings has been practically nil. This may 
be explained, perhaps, by the condition which requires twenty- 
five per cent. of the purchase price to be paid down, a condition 
which is absent from the schemes mentioned above. 

Mr. Venn is of the opinion that the result of scientific research 
is already capable of statistical measurement, and quotes official 
figures of the yield of wheat and barley to support it. Here he 
joins issue with Sir Henry Rew, the late head of the Statistical 
Branch of the Ministry of Agriculture, who stated recently that 
the results of the expenditure of ‘‘ many millions of public and 
private money in promoting agricultural education and research 
cannot be said to be very apparent in the statistical records of 
output.” From the student’s point of view Mr. Venn’s book 
suffers from the fact that it has not been planned as a consecutive 
study of its subject, but consists, rather, of a series of disconnected 
essays. It has the merit, also, of this defect in that it has enabled 
the author to concentrate attention on those things which he 
regards as being of fundamental importance as an introduction 
to the study of agricultural economics. The book contains 
some new and interesting illustrations, and some useful graphs 
and tables of statistics. A fuller index would have added to its 


usefulness. C. S. ORWIN 
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Economics and Ethics: a Treatise on Wealth and Life. By 
J. A. R. Marriott. Methuen. 1923. Pp. x-+ 293. 10s. 6d. 


Mr. Marriott’s book is a stimulating discussion of an old 
question that comes home with peculiar force to an industrial 
and commercial community with its organisation still dislocated, 
its urban population high, and its idealism unabated. The 
Ethics of which he writes is the moral teaching of Christianity, 
the Economics primarily the principles expounded by the Classical 
Economists. Are they at variance? he asks. Can a man be at 
once a good Christian and an orthodox economist? Taking as his 
definition of Economics the science of wealth, Mr. Marriott 
vindicates its claim to isolate its phenomena, and investigate the 
laws which govern the production, exchange, and consumption of 
the material things which satisfy desires. The reverse of dogmatic, 
employing only the conditional mood, Economics is entitled to 
remind the statesman and the moralist that if a certain course 
of action is followed, given certain conditions, certain results will 
normally ensue. Its conclusions are relative, not absolute; 
but they are worth making, and experience shows that they cannot 
be disregarded with impunity. He then investigates the working 
of economic precept in six primary problems of political economy : 
the problem of production, whose requisites, land, organised 
labour, and capital, he treats in separate sections; the problem of 
distribution, under which he inquires what proportion of the 
product of industry goes as rent to the landlord, as interest to the 
capitalist, as profits to the employer, and as wages to the em- 
ployée; the problem of profits, where he agrees on the whole 
with F. A. Walker in repudiating a ratio between profits and wages, 
in laying stress on the exceptional abilities of the entrepreneur 
or business manager as the chief determinant of the rate of profits, 
and in holding that the amount of the wages-fund depends 
primarily upon the productivity of labour; the problem of ex- 
change (where he has an excellent summary and critique of 
theories of value); the problem of international exchange, and— 
a little too far from the discussion upon value and price—the 
problem of consumption. The last section, a highly topical 
one, discusses the economic functions of the State. As he passes 
over this great variety of theories he pauses here and there to 
cite the opinions of moralist critics and to exhibit their irrelevancy. 
One cannot help wishing that in this useful work the author 
had given rather more patient consideration towards understand- 
ing and explaining how the ethical opinions which he criticises 
have come to be held. Ruskin, the Report of the Archibishop’s 
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committee upon Christianity and Industrial Problems, and the 
two great spirits whom he quotes on p. 101 may not be fully 
representative of Christian ethical opinion to-day, and stand, 
perhaps, a little aloof from the ordinary moralist whose outlook 
is formed by doctrines of social utility rather than by direct 
scriptural command ; but behind their view, as indeed behind that 
of many others, lies the conviction that conscious life is composed 
of many other elements and aspects besides those that can be 
brought into relation with a money measure, the group of satis- 
factions and dissatisfactions, ana that habit and behaviour are 
profoundly affected both by the manner in which income is earned 
and the conditions under which it is spent. Furthermore, those 
who maintain the right of property ‘“‘for use”’ are really only 
going back to Aristotle and defining wealth as dpydvwv mds 
oikovomKa@Y Kal ToAtTiKo@Y, a sufficiency of instruments for use 
in household or state, and there can be no reason why these 
dpyava should not be “all useful and agreeable things which 
possess exchangeable value,” provided that desire is limited and 
directed aright; and there, it is maintained, the moralist may 
legitimately step in and try, as far as possible, to determine its 
limits. He may hold the doctrine of marginal utility with firm 
conviction and yet disapprove of the production of the particular 
article to be exchanged for money. Similarly he may freely 
accept the precepts of the scientific economists and yet believe 
that our industrial technique fails to improve the characters of 
those engaged in it; and he has every right to say so. 

One of the best features of the book is the little historical 
sketches which Mr. Marriott has provided of the growth of our 
rural and industrial community and the progress of economic 
opinion. On pp. 128 and 129 the medieval dislike of “ usury ”’ and 
the stringency of ecclesiastical prohibition has been, perhaps, a 
little overdrawn. The Champagne fairs and many Italian cities 
provide notable exceptions, and there were others besides; but 
upon this point we are waiting for the conclusions of Dr. Holds- 


worth and Mr. H. G. Richardson. 
E. F. Jacos 


The British Trade Boards System. By Dorotuy SELts, Ph.D. 
(London: P. 8S. King & Son, Ltd. 12s. 6d.) 


Dr. SELLS has been very industrious. Her book, No. 70 in 
the London School of Economics Series of Monographs, contains 
much information that is both important and interesting, and 
it will be suggestive to discriminating readers. Her subject, 
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however, presents many aspects and comprehends a large number 
of trades in the abnormal war and post-war period and, in spite 
of her industry, her information on many points is far from 
exhaustive. Many of her conclusions, moreover, do not follow 
from the arguments presented. 

To take a simple example of method, Dr. Sells comes to a 
general conclusion about District Committees of Trade Boards 
largely by reference to the alleged fact that, where they exist, 
these committees, for all practical purposes, do not meet. But 
she does not account for the fact that the District Committees of, 
at least, one Board hold long and lively meetings. Again, Dr. 
Sells brushes aside, without appreciating the real difficulty, the 
objection to “ elaborate ”’ piece lists that they may prejudice the 
development of improved methods. She treats this objection 
as quite distinct from another, that the piece rates are standard 
rates, and, in so doing, lays herself open to the suspicion of rather 
vague ideas about the meaning of a standard piece rate. There 
is no evidence of investigation into the piece lists arranged by 
Trade Boards; and, unless a piece list is not only “ elaborate,” 
but constructed with regard to, in the words of the Acts, “ the 
circumstances of the case,” it may deprive the efficient employer 
of the advantage of his efficiency, the securing to him of part of 
which at least is a principal feature of the best known standard 
piece rate lists, such as those of the cotton trade. Dr. Sells thinks 
that the efficient employer can find a way out of the difficulty by 
inventing new processes not subject to the piece list, but this may 
be precluded by the nature of the list, or may be difficult whether 
or not the list is elaborate. Dr. Sells, indeed, seems not to realise 
that it may be the apparently simple list to which objection may 
be made. A piece rate list might provide a uniform number of 
pence for each dozen of roasted potatoes whatever the circum- 
stances in which they were roasted. It is not suggested that 
Trade Boards have actually fixed such piece lists, but we are not 
informed as to this, or whether the “ elaborate ”’ lists have been 
rightly constructed. 

Dr. Sells gives a number of diagrams to illustrate the relation 
of Trade Board rates to the cost of living, wholesale prices, rates 
in other trades, and Mr. Rowntree’s ‘“‘ Poverty Line” and 
‘“‘ Human Needs” standards. The first of these diagrams, which 
shows curves of Trade Board rates for unskilled males and 
unskilled females respectively, of the cost of living, and of whole- 
sale prices for the period 1914 to 1922, is open to criticism, as are 
several of the observations which Dr. Sells makes upon it. Appar- 
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ently the rates for the trades more recently brought under the 
Acts are incorporated as they became effective, the pre-Trade 
Board position in these trades, though recognised at another 
place, being disregarded ; we are told later, of the earlier Boards, 
that they ‘“‘ became temporarily dormant because of the regu- 
lation of wages by the Ministry of Munitions... .’ In the 
circumstances it is difficult to attach any significant meaning 
to the graphs; the significance of one conclusion, that “‘ examina- 
tion of the diagram shows also that neither in the case of men’s 
wages, nor in that of women’s, has the period since wages overtook 
the cost of living been so long as the period during which they 
lagged behind it,” is made more questionable by the fact that 
only a part of a price cycle is represented. Again, Dr. Sells says 
that ‘‘ the very fact that the graph for women’s rates descends 
more rapidly than that for men’s indicates that women’s wages 
would have dropped even more abruptly than would men’s had 
there been no Trade Board to protect them,’ but her graphs 
cannot possibly show what these words appear to have been 
meant to convey. 

Dr. Sells concludes, with reference to rates averaged over the 
different trades, that “hardly a more suitable level . . . could 
have been chosen . . . a compromise between the ideas of those 
who would fix standard rates (meaning fair rates) and those who 
believe that the subsistence level is the proper one.”’ To define 
standard rates as fair rates is novel, and somewhat misleading, 
though the context indicates what is meant; it might, however, 
be objected that Dr. Sells’ conclusion is, in fact, rather arbitrary, 
and that it does not enable one to judge of the rightness of the 
rates in any one trade. To turn to another point, when it is 
stated that “‘ for ordinary trades, the mean rate between that of 
London and of the country districts, which properly constituted 
Boards naturally tend to establish by a process akin to collective 
bargaining, has proved satisfactory,’’ one would like to know 
wherein the virtue of this particular rate consists, and what 
answer Dr. Sells would make to such criticism as that this rate 
may be too low in the one case and too high in the other. At 
several points Dr. Sells refers to the evolution of certain Trade 
Board trades, as evidenced by the rapid installation of new 
machinery and the growth of factory methods, and she appears 
to find one cause in the legal minimum rates. She seems also to 
consider that unemployment may thus have been caused. It is 
unsatisfactory, however, to find such a fundamental problem 
solved by such statements as ‘“‘ temporary unemployment may 
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follow the installation of machinery, but in course of time the 
labour will be absorbed by industry as a whole.’’ Does Dr. Sells 
think that this is obvious, or that the question of the effect of 
wages upon employment in a particular trade is adequately dealt 
with by means of this and other statements of similar generality ? 
When she declares that “from the point of view of tradition, 
transference of business from the small to the large firms is doubt- 
less to be deprecated, but from the point of view of service to 
society it is certainly a benefit so long as it is kept under control,” 
the reader may well retort that there may be control and control. 

There is often a careless use of words. This appears at the 
beginning, for Dr. Sells’ professed object is a study of the system 
*‘ under the test . . . of economic chaos.” It is also difficult, 
at times, to know whether Dr. Sells’ words are to be taken as 
economic argument or moral exhortation, as when she says “a 
wise employer keeps his coffers well filled with the profits of good 
years in order to cover the lean years.”’ 

The side of the book which belongs to political rather than 
economic science might be subjected to somewhat similar criti- 
cism. Dr. Sells shows an ability to acquire information regarding 
facts and views which is much greater than her capacity for 
criticism; in a very large subject she has given way often to the 
temptation to relate inadequate information to far too easily 
accepted generalisations. It is a matter for regret that she did 
not limit her study to one of the younger Boards, or to one or two 
aspects of the system; the book leaves the impression that there 
is room for several interesting monographs. 

RoBERT WILSON 


The Fixing of Wages in Government Employment. By E. Coston 
SHEPHERD. (Methuen. Pp. xx + 206. 7s. 6d. net.) 


Mr. SHEPHERD has made a real contribution to knowledge. 
He has taken a part of the field of wage-employment, in which 
it is possible to examine the reasons and motives that actuated 
wage-fixers by reference to their own statements before com- 
mittees of inquiry and in conference; these statements he has 
compared with the facts of wages, which also are relatively more 
accessible in public than in private industry; with the result that 
he is able to state what has as a matter of historical fact deter- 
mined wages, not what would, or should, or might, be expected 
to determine them. In the part of the field of employment 
covered he fairly demonstrates, what is probably true of the whole 
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field, that wages questions must be approached generally from the 
side of historical inquiry rather than theoretical analysis. 

After a short introduction, in which the constitutional position 
is put, Mr. Shepherd takes the chief departments of Government 
employment in turn—the War Department, the Dockyards, the 
Civil Service, and the Post Office—and gives a critical narrative 
of the settlement of wages in the last generation by each. These 
chapters are followed by slighter, but still interesting chapters 
on the period since 1914, and on the methods of foreign Govern- 
ments. A concluding chapter sums up the few generalisations 
that it is possible to make. 

The most interesting, because the best documented, part of 
the book is the narrative of departmental experience. Both the 
War Office and the Admiralty began by developing their own 
systems of grading and payment; in both cases the system had a 
theoretical attractiveness for the social reformer ; both departments 
were, however, autocratic in their attitude to their employees, 
and both have been forced gradually to assimilate their methods 
of negotiation, grading and payment to those of private industry. 
Abundant evidence is quoted that the Government is not always 
an ideal employer. Mr. Shepherd’s conclusion—the passage 
applies to the Admiralty, but his judgment of the War Office is 
very much the same—is worth quoting. 


“ Theoretically it might have been concluded that the 
Admiralty system would succeed, for it appears to have 
embodied the socially desirable principles of continuity of 
employment and the utilisation of the same men through 
successive technical changes. Actually the scheme failed, 
and the reasons for its failure are to be gathered only after 
experience. The pressure of the need for economy led the 
Admiralty to exploit its advantages and reduce wages for par- 
ticular work, while, on the other hand, the workers were not 
prepared to forgo the chances of high gain, as seen in private 
employment, in return for the greater regularity of income 
offered by the Admiralty.”’ 


The chapter on the Civil Service, based mainly on the evidence 
given before the Royal Commission which reported just before 
the war, is more tangled. It illustrates both the difficulties 
of applying the rather rigid system of grades and classes, into 
which the Civil Service is divided, to the various and constantly 
changing work of the departments, and also the possibilities of 


“economy,” at the expense of the employee, that lie in reclassifying 
S2 











254 THE ECONOMIC JOURNAL [JUNE 


work and introducing new grades. The Post Office, for which 
four committees of inquiry, in addition to the Royal Commission 
on the Civil Service, supply information, brings out the same 
points, and also the impossibility of reconciling actual scales with 
either cost of living or volume of work, principles put forward 
in official defences of criticised rates of pay. The proportion of 
unestablished workers in the State’s employment, nearly 50 per 
cent. in 1914, is an astonishing figure. The only general principle 
that does apply throughout the different branches of Govern- 
ment service is the “supply and demand”’ principle. The 
Government has modified the form to some extent of wages; the 
amount has been set by the competition of private employment, 
modified by the strong bargaining position of a Government 
department and, recently, by trade union action. 

There is little in Mr. Shepherd’s account of pre-war conditions 
to support the view, commonly held, that State employees are a 
favoured class, enjoying privileges due to their power to add 
political to economic pressure on their employer. It is unfortu- 
nate that the treatment of the war-period is not more full, in order 
to afford material for a judgment of future possibilities. Certainly 
the war brought about a big change. Within the limits set by 
his material, however, Mr. Shepherd has done a valuable piece 
of work. It argues well for the study of Economics in Oxford 
that a bachelor’s thesis should have resulted in so useful a book. 

HENRY CLAY 


Chinese Coolie Emigration to Countries within the British Empire. 
By Persia CRAWFORD CAMPBELL, M.A., with a Preface by 


the Hon. W. PemBer Reeves, Ph.D. (London: P. 8. King 


& Son, Ltd. 1923. Pp. 240. 10s. 6d.) 


Chinese Migrations, with special reference to Labor Conditions. 
by Ta Cuan, A.M. (Bulletin of the U.S. Bureau of Labor 
Statistics, No. 340, July 1923. Pp. 237. 35 cents.) 


THESE two volumes deal with a subject the importance of 


which is fully recognised by all who are concerned with Imperial | 


polities, and especially with the attitude of the Eastern and 
Western races to one another. Eighteen years have elapsed 
since the problems involved dominated the field of political 





controversy in the memorable General Election of 1906; but, | 
though less acute, they still press for an adequate solution. | 
China, as well as Japan, was a combatant in the late war, and | 
the Oriental peoples seem destined to enter very largely into | 
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the sphere of international politics. Some writers, like Mr. 
Bertrand Russell, go a good deal further. At any rate, Kipling’s 
dictum no longer holds good, for many new forces are tending 
to bring together the Eastern and the Western nations; but 
the economic, psychological and biological factors operating 
require careful study and control. The League of Nations exists 
to promote free intercoursé between all peoples and, by co- 
operation, to secure a raising of the general standard of life. 
Tariff barriers, and the exclusion of any nation from the com- 
mon council are condemned, and the ideal is, undoubtedly, that 
all men should be able to move freely about the earth. The 
above writers, however, indicate some of the difficulties that 
present themselves whenever the white and coloured races come 
into close contact. 

Both of these works are full of interesting facts, though the 
authors approach their research from different points of view. 
The latter is concerned mainly with the introduction of Chinese 
labour into tropical countries, where the supply of natives is 
inadequate to meet the demands of modern capitalism; while 
the former also discusses, fully, immigration into lands where 
there are young, enterprising, British communities. 

In tracing the origin of emigration, from the Chinese point 
of view, there is agreement in concluding that famine and civil 
strife plus over-population provided a strong incentive, especially 
after 1860, when Imperial permission was granted to those 
desirous of breaking the old tradition and leaving the ancestral 
home; Mr. Ta Chen is right in stating that the agricultural 
and industrial development of China, together with increasing 
education and enlightenment with regard to the laws of popu- 
lation, will tend to diminish the exodus, but these forces cannot 
be expected to work quickly enough to relieve the Western 
nations from the necessity of facing the dangers born of an ever- 
increasing inter-penetration of peoples whose standards of living 
differ greatly. There will always be an inducement to immi- 
gration while higher wages can be earned abroad than at home. 

The white races, our own included, have a grave responsi- 
bility for introducing indentured labour into their colonies in 
the interests of economic imperialism. ‘The negroes were emanci- 
pated in 1833 in the West Indies only to be replaced by Chinese 
coolies, who also were taken into Australia to fill the gap created 
by the ending of convict labour. In South Africa the coolies 
replaced the Kaffirs, who, after the Boer War, preferred to work 
in their home lands. In the Malay Settlements the Chinaman 
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was, naturally, more at home, but here, as in every case, 
it was the methods of recruitment and the conditions of labour 
that were so deplorable. The record of the British Colonial Office, 
as revealed in Blue Books and various other official documents, 
is a black one, but the ignorance of the old colonial officials is 
too well known to need comment. 

The coolies were recruited under the “ credit ticket” or the 
‘contract ’’ system. Under the former the coolie was bound 
to the Chinese broker who paid his outgoing expenses, until he 
had paid off his debts. This system prevailed in Malaysia, 
Canada, the U.S.A. and Australia. Under the other system 
the Chinese entered into a contract with foreigners who had 
gone to their country, to work for them abroad for some years— 
very often they were penalised for breaking the contract. As 
late as 1919 New Zealand was allowed by the British Government 
to introduce this kind of labour into Samoa. This continues. 

While the need for labour in these expanding industrial 
areas was indisputable, the evils attendant upon these systems 
were terrible. Not only did brokers profiteer, they often failed 
to provide decent accommodation on the ships or at the destina- 
tion. Secret societies terrorised the poor unfortunates throughout 
their servitude (though the guild system obtaining in China, 
from which this and other ‘‘ Overseas Chinamen”’ societies 
emanated, had much good in it). 

The men, separated from their women-folk, engaged in all 
forms of prostitution and vice, and syphilis flourished. Even 
when the Governments intervened to insist on inspection and 
proper accommodation being provided, they could not solve 
some of the more fundamental problems. 

The indentured system has practically ended, but the root 
problems remain. 

Mr. Ta Chen contends that in Formosa, the Dutch East 
Indies and France among other places, the Chinese have been 
industrious, dependable, thrifty and altogether useful workers, 
and Miss Campbell points out that their main virtue in the eyes 
of Canadians was their docility; and while they have been 
addicted to gambling, opium and other pernicious habits, it 
cannot be denied that they have been good and successful workers 
in many pursuits. The main arguments against their retention 
have been that a “‘ debt-bondage”’ system is morally intolerable ; 
that their presence causes unfair economic competition between 
white and coloured wage-earners, with the tendency to lower the 
hard-won “standard of life’’; and that, as the Chinese groups 
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isolate themselves they are a menace to the social order of the 
white people. It is further contended that “assimilation means 
miscegenation,’’ which is unwelcome. 

The self-governing Transvaal people ejected the Chinese in 
1907. In 1903 Canada imposed a poll-tax of $500 on all Chinese 
immigrants, ‘‘who are a separate community, with no love for 
our laws, institutions, and an almost servile class, obnoxious to 
a free community and dangerous to the State.”” In 1901 a language 
test was imposed in Australia as a measure of restriction. 

Mr. Ta Chen maintains that in many cases the Chinese have 
mixed well with the peoples in the new lands, and he is right 
in asking that if coolie labourers be admitted, so far as is possible 
they should receive the same wages and conditions as their white 
competitors. 

All who wish to secure world peace by removing international 
friction would do well to read these books, which show plainly 
that a great work awaits the League of Nations in removing 
race prejudice, and also in regulating the economic intercourse 
of the peoples. Socialists, in particular, should realise the 
dangers which will confront a community whose standard of life 
is high when it embraces the ideal of free and equal contact 
between all men. Should a Socialist Government resort to some 
form of protection against races whose standard of life is low ? 
What must be the ideal attitude to be adopted by British Trade 
Unionists to the coloured labourers? Should racial inter-marriage 
be regulated? These questions demand solution. 

The above books state a good deal, though not all, of the 
case, but do not suggest true remedies. The East and the 
West cannot be separated much longer, and it would have been 
better if the League of Nations had been used by these writers 
as an illustration of the kind of instrument for ensuring the 
protection of all peoples against economic injustice. 

In the last analysis, may it not be that the Counsel for British 
Columbia, in his evidence before the Canadian Commission in 
1900 grasped a great truth in declaring, ‘‘ As long as you have 
the desire to profit as the only cause operating between master 
and servant, just so long will the master insist on obtaining as 
large a profit as he possibly can?” Francis E. LawLey 


La Population Anglaise ; avant, pendant et aprés la grande guerre. 
By A. AnprEADES, Professeur 4 |’Université d’Athénes. 
(Ferrara, Italia: Casa Editrice Taddei. Pp. 148.) 


It would have appeared to be very remarkable that this book 
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written by a Greek in the French language and published in Italy 
should give so sympathetic an account of the English population, 
if we had not already known Professor Andréadés’ extraordinary 
range of knowledge and interests. Even so the sureness of touch 
with which he deals with every problem, ephemeral or permanent, 
that agitated England, especially in the years immediately after 
the war, is astonishing, and at the same time this review by a 
foreign observer is full of enlightenment to us. One of its many 
merits is its compression; in 148 pages we have an account of the 
salient features of the growth of the population of the British 
Empire for more than a century. 

In the first part is sketched the development of the numbers 
in the United Kingdom since 1801, with reference to the changing 
birth- and death-rates and to emigration; it is remarked that the 
population of England grew last century more than that of any 
other European country of ancient civilisation, and that while 
for other countries emigration was “ une perte séche,” for this it 
was in large measure a transference by which the British colonies 
were peopled. 

In the second part we come to the effects of the war. The 
losses by death both of combatants and of civilians are enumerated, 
and it is held to be remarkable that in spite of these and of the 
reduced number of births, the decennial increase was reduced only 
from 10:9 per cent. in 1901 to 1911 to 5-0 per cent. in 1911 to 1921. 
This is explained by a smaller loss in battle than those of other 
European combatants, and a smaller civil loss because the war 
did not take place in this country, while successful efforts were 
made to combat disease and to save infant life, efforts which were 
aided by high wages and less drink. The fall in the birth-rate is 
considered to be moderate and it is shown that marriages were 
not checked on the same scale as in France, Italy and Germany. 
Immediately after the war, marriages and births increased rapidly ; 
but here as elsewhere our author is hindered by the fact that the 
treatise was completed in 1921, and therefore he was ignorant 
of the fact of the rapid fall in the number of births in 1922 and 
1923, though he indicates its probability. He properly points 
out that the small, though definite, increase in the proportion of 
male births is quite insignificant in relation to the balance between 
the sexes. 

It is in the third part especially (‘‘ Les problémes de l’heure 
presente’) that so much sympathetic understanding is shown 
of the questions that agitated this country in 1919 to 1921. The 
augmented growth of the towns, the need for emigration and the 
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difficulty of finding suitable colonists among those who could best 
be spared, the fall of the birth-rate, which affects the future 
predominance of the English-speaking nations, the greater fertility 
of the poorer classes with its possible dysgenic results, the loss of 
trade and the difficulty of finding work for the adult population 4 
—these are among the topics discussed. On the last points just 
named there is an admirable discussion of the question whether 
the need is for an increased or decreased birth-rate; the conclusion 
is well worth quoting : 

“ L’histoire, au surplus, qui nous parle si souvent de peuples 
victimes de la dépopulation, ne nous en cité pas qui soient morts 
d’une apoplexie de natalité. Et pour ce qui est spécialement du 
pays qui nous occupe, il est évident que l’Angleterre n’aurais pas 
joué depuis cent ans le réle prépondérant qu’elle a tenu dans le 
monde, si, ayant suivi aprés la paix d’Amiens les conseils de 
Malthus ou aprés Waterloo ceux de James Mill, elle était restée 
un état de 9 ou de 11 millions d’habitants ” (p. 77). 

An equally careful examination is made of the problems 
arising from the excess of women over men, greatly accentuated 
by the war, and the consequent development of the “ troisiéme 
sexe,” that is, of women who must remain unmarried. Here our 
author is unduly gloomy; we cannot agree that this development 
“est, peut-étre, la consequence la plus terrible qu’a eu la guerre 
sur l’Angleterre contemporaine.” Unmarried women are not 
necessarily unwanted any more than unmarried men; there is 
plenty of useful occupation for them, and those who have been 
occupied will not be the least contented of the vast numbers of 
elderly women whose existence the statistician can foresee in the 
not remote future. Neither the moral, the political nor the social 
life of the country appear to be suffering as was feared. 

The final part of this compact work is devoted to questions 
of the growth of the white population in the Empire overseas. 

A. L. BowLEy 


The Dutch Alliance and the War against French Trade, 1689- 
1697. By G. N. Crark, M.A., Fellow and Tutor of Oriel 
College, Oxford. 

Tue writer of this volume of the Manchester Historical Series 
has undertaken a difficult and unusual task, but one of no small 
value from the light it throws upon the economic side of the 

1 On this point see the article on “ Births and Population in Great Britain,” 


p. 188 above. To Professor Andréadés the necessary data for this study were, 
of course, not available when he wrote. 
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Nine Years’ War, and upon the development of International 
and Sea Law in the closing decade of the seventeenth century. 
The difficulty of dealing with such a subject lies in the lack of 
adequate and trustworthy statistics. Mr. Clark’s researches have 
been most thorough, and his book is well documented, but he 
has constantly to complain of the scantiness of the evidence at 
his disposal. Specially interesting and valuable are his chapters 
on English and Dutch Privateering, and on Neutral Commerce. 
The Nine Years’ War from the military and political point of 
view was inconclusive, and led to no definite results, but, as our 
author rightly points out, it has a character of its own from the 
fact that for the first time the two chief sea Powers were united 
in close alliance against a common foe; the basis of that alliance 
being an agreement, which the States-General under the domi- 
nating influence of William III somewhat unwillingly signed, for 
a total prohibition of trade with France. One of the objects of 
this book is to show that this prohibitive policy proved a complete 
failure. 

Mr. Clark rightly points out that the principle of “ free ships, 
free goods’ had for long been adopted by the Dutch, and had 
been the chief cause of their wonderful commercial prosperity. 
Their very national existence had indeed been built up upon the 
economical results of a freedom of trade so unlimited that, 
during the struggle for independence against Spain, trading with 
the enemy furnished them with a considerable part of the sinews 
of war. It was the attempt of Leycester to interfere with this 
branch of commerce which brought him into collision with the 
Hollanders, and led to his resignation of his office as Governor- 
General in 1585. In 1689, despite the effects of Cromwell's 
Navigation Act, and of the three English wars, the sea-borne 
traffic of the world was still largely in the hands of the Dutch. 
In comparison with it the English carrying trade was insignificant. 
Hence the alliance with England, brought about by the Dutch 
Stadholder ascending the English throne, involved the sacrifice 
by the Hollanders of that principle of ‘‘ free ships, free trade ”’ 
which was the keystone of their commercial policy and world- 
wide trade. William III was devoted to the interests of his 
native country, but notoriously he knew little and cared little for 
commercial matters; his whole heart and soul being absorbed in 
the formation of a Grand Alliance to check the military ascend- 
ancy of Louis XIV. Hence his insistence on the policy of “ total 
prohibition of trade with France,” because he believed that such 
a prohibition would be ruinous to his enemy. 
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In the seventeenth century war against maritime trade was 
mainly carried on by privateering, 7. e. by vessels belonging to 
private persons, but furnished by the State with commissions. 
But in the Nine Years’ War both the English and the Dutch 
Governments found it extremely difficult to exercise control or 
to maintain adequate supervision over the privateers. This 
was especially the case with the Dutch, who had five separate 
Admiralty Boards, and whose seafaring population had for long 
years been accustomed to seek their fortunes without State 
interference. In the case of both Dutch and English privateers- 
men, Mr. Clark justly remarks, “‘ Devotion to their country’s 
cause was a secondary motive for men and commanders alike. 
They stole one another’s prizes; the English stole from the 
Dutch and the Dutch from the English, or from their own com- 
panions impartially. Sometimes those of the same nation fought 
among themselves. They flew the enemy’s colours to attack 
friendly ships. They acted in collusion with those who traded 
with the enemy. They smuggled with violence.”’ Under such a 
system the attempt to destroy French trade was bound to be 
ineffective : the more so, as the daring and enterprise of their 
opponents, the French privateers, has left a record that reads 
like a romance. The exploits of Jean Bart, of Forbin and 
Duguay-Trouin have left a memory behind them of which their 
countrymen are still proud. 

The project on which William III was so strongly bent, of 
prohibiting all trade with France, and by this means compelling 
that Power to sign a disadvantageous peace, required that France 
should be surrounded by a ring of enemies. He did not, however, 
succeed, as he had hoped to do, in getting the two Scandinavian 
States, Sweden and Denmark, to join the Grand Alliance. Had 
the two sea Powers, England and Holland, been able to obtain 
complete command of the sea, which they never did, the presence 
of these two neutral countries on the other side of the North Sea 
might not have caused much inconvenience. But as it was, 
many complications regarding the rights of neutrals arose; and 
no small controversy between the Governments. Had the sea 
Powers been able to protect the commerce of Sweden and Denmark 
from hostile attack they could have controlled it. Actually 
‘there was never a moment in the whole war when the French 
were not able to injure, or at least effectively to threaten, the 
neutral shipping, and, therefore, they succeeded in gaining for 
themselves a share in its services’ (p. 93). Mr. Clark has very 
carefully and fully discussed the bearing of the controversies of 
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this period upon the growth of Sea Law, and of the rights of 
belligerents to interfere with neutral shipping. He does not, 
however, seem to be aware of the fact, that at the outbreak of 
war in 1689 both Sweden and Denmark, and more especially 
Sweden, were commercially the dependants of Holland. The 
Baltic trade had for many years been practically a Dutch mono- 
poly. Almost all the ships which passed through the Sound 
were Dutch, and the toll they paid furnished a considerable part 
of the revenue of the Danish king, and the agriculturists of 
Denmark largely relied on Dutch capital for the development of 
the chief industry of the land. In Sweden the iron and copper 
mines, the factories and the commerce of the country were 
actually in Dutch hands. The town of Goteborg, founded in 
1609 by Christian IX, was built by Abraham Cabelliau, an 
Amsterdam merchant, at the invitation of the king. Cabelliau 
made it his lifelong residence; and Goteborg during the seven- 
teenth century was practically a Dutch seaport. In the reign of 
Gustavus Adolphus another Amsterdam merchant, Louis de Geer, 
brought into Sweden new and improved methods of mining and 
forging; and during the Thirty Years’ War his factories at 
Finspong, Norképing, Nykoping and Danwick furnished the 
Swedes and their allies with all the artillery and munitions of 
war that they needed. And as with the mining industry, so it 
was with commerce generally. Every town in Sweden was full 
of Dutch factors, and the carrying trade of the country was 
almost entirely in Dutch bottoms. Throughout the second half 
of the seventeenth century there was a large Dutch colony 
permanently settled in Sweden, which had become nationalised 
in the country of their adoption, while fresh bodies of emigrants 
from Holland continued to find the Scandinavian kingdom 
specially attractive for trade purposes. Dutch settlers may, in 
fact, be said to have exploited the commerce of Sweden to their 
own signal advantage, as well as to the benefit of that State, for 
a period of time that from first to last extended over the greater 
part of a century. Their most dangerous rivals and competitors 
were their own countrymen in Holland. The Batavo-Swedes 
wished to keep at one and the same time their own markets to 
themselves, and to share in the world commerce of the mother- 
country. This was the meaning of the decree of Charles XI in 
1695 (to which Mr. Clark refers, p. 101), forbidding foreign 
trading factors to reside in Swedish towns unless they paid a 
heavy tax. The States-General did their utmost to get this 
decree repealed, but unavailingly. Thus a very large part of the 
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ships, which in the Nine Years’ War traded under the protection 
of the Swedish flag, were owned by men of Dutch descent, and 
were manned by Dutchmen. And to a lesser extent this was the 
case with the Danish mercantile marine during this war. Money- 
making was the ruling passion of the shrewd Dutch trader of 
those days, and was often stronger than his patriotism. 

In this war the Dutch supremacy in sea-borne trade was 
threatened less by France than by England; and the commercial 
history of the eighteenth century proved conclusively that the 
Dutch mercantile classes, whether in Holland or in other lands 
where their enterprise had secured a dominating influence, were 
right in looking upon the alliance of the United Provinces with 
England with great suspicion. It must be remembered also that 
many of the leading statesmen of Sweden and Denmark likewise 
looked with suspicion on this alliance of the two chief sea Powers. 
Previously to 1689 they could always rely on the protection of 
one of them should disputes arise with the other; now, however, 
they dreaded the results of their union. Hence the insistence 
with which they pressed their rights, as neutrals, with the result 
that both the English Government and the States-General found 
themselves obliged to agree to a limited number of Swedish and 
Danish ships (so long as they did not carry contraband) being 
allowed to trade with France. This concession struck at the 
very root of the policy of total prohibition from which William III 


had hoped so much. 
GEORGE EDMUNDSON 


Commercial Policy in the French Revolution: a Study in the 
Career of G. J. A. Ducher. By Freprricx L. Nusssavm, 
Ph.D. (American Historical Association, Washington, D.C., 
1923. Pp. vii. + 388.) 

THE sub-title of this work describes its scope better than the 
more general title; for the narrative is little more than a con- 
scientious tracking of the work of Ducher and a brief estimate 
of its influence on such acts as the French Navigation Act of 
September 21, 1793. Ducher had gained some slight experience 
of commercial affairs as French Consul at a third-rate seaport 
of North Carolina which was then much concerned at what is 
here called British ‘‘ exclusionism.”” The ‘‘ exclusionism ”’ con- 
sisted in not admitting United States shipping to the advantages 
of British shipping in our ports, especially those of the West 
Indies, where Nelson and Collingwood insisted on maintaining 
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the provisions of the Navigation Act. Those provisions were 
modified in favour of American shipping by the terms of the 
Jay Treaty of 1794, a fact which the author does not mention. 
More than once he refers to the “‘ monopolistic position of 
England ’’—that too after the Anglo-French Treaty of 1786— 
though he seems to approve the adoption by France of strict 
protectionism in 1793, and on p. 119 refers to that and other 
cases of retaliation as determining ‘“ the surrender of the Naviga- 
tion Acts in 1849.” 

Ducher’s relations to the French Protectionists in the Con- 
vention and to their legislation are clearly traced, and the Girondin 
free-traders come in for criticism. 'Too much cohesion is, how- 
ever, ascribed to that party, which rarely acted solidly together. 
If, as is here shown, Brissot wobbled disgracefully on the subject 
of the emancipation of slaves, first mooted by him, it is unfair 
to state that “‘The Gironde favoured the Slave trade: the 
Mountain was hostile to it.’ More scholarly is the conclusion 
(p. 204)—‘‘ whether the economic issue determined the alignment 
of parties must be left in suspense, pending a more thorough 
analysis of the economic phases of the Revolution.” This work 
contains no reference to Dr. Hecksher’s Continental System, 1922 
(reviewed in the Economic JournaL of 1923), which in its early 
chapters takes a wider survey of the economic policy of 1793- 
1801. Dr. Nussbaum, however, has carefully delved in an 
unexplored corner of French revolutionary policy and has shown 
its connection with some of the Napoleonic decrees. The book 
ends with a complete bibliography and index. 

J. HoLtanpD Rose 


Monetary Theory before Adam Smith. By Artuur Ext Munro. 
(Harvard Economic Studies: Harvard University Press, 
1923. Pp. xi+ 312. Price 15s. net.) 


PROFESSOR Munro points out in his preface that “ no survey 
of early monetary theory has been available in English, and 
no adequate one in other languages.”” Thus, while most of those 
who have studied the development of currency are acquainted 
with the chief epochs in the evolution, there is a distinct advantage 
in the presentation of the various aspects of the position at 
different times, and we get a complete view of it, instead of a 
brief glimpse of its striking characteristics. In this way the 
book is thoroughly justified, and its merits are enhanced by a 
clear-cut plan of exposition divided into periods (the ancient 
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world, the Middle Ages, the beginnings of the modern age, from 
Davenzati to Locke, the eighteenth century, a final chapter 
on Money in Mercantilist Theory, and a good bibliography). 
Under each period there is the same framework consisting of a 
discussion of the views of the chief writers on the origin and 
functions of money, questions of monetary policy, the coinage 
system, the value of money, price changes, principles of circula- 
tion, velocity of circulation and monetary reform. In order to 
maintain the symmetry of these divisions, references to general 
economic changes have been omitted, and this is the loss of the 
reader, for it leaves untouched one problem of considerable 
interest, namely, to what extent monetary discussions were 
influenced by economic events or conversely. One can see, 
very clearly, that the topics in the theory of currency which 
received attention at a given time were precisely those which 
became prominent in the commercial life of that period. Money 
is in some respects like a tooth, no one worries about it till it 
causes inconvenience. Accordingly it will be only those who can 
supply the background of economic history that will secure the 
full results of the author’s labours. It would be impossible 
within reasonable space to summarise the variety and extent of 
opinions on money contained in the volume. More might have 
been said upon the views and speculations of the Greeks. Their 
contribution to the subject is far from exhausted in four pages, 
and this in its turn reacts on the treatment of the Middle Ages, 
where the doctrine was so largely influenced by classical works. 
Also the general standpoint of the Schoolmen deserves somewhat 
more attention than it receives, especially since their views on 
money represent to some extent a departure from it. The 
statement (p. 111) that “‘ John Locke was the first Englishman 
to adopt the quantity theory” is a little perplexing. That 
theory seems to be understood in this connection as “the pro- 
portion of present money to present trade,” being the beginning 
of a recognition of the importance of the amount of currency in 
relation to prices. But there were other writers in Great Britain 
before Locke who held similar views, e.g. M. L{fewis], D.D. 
Proposals . . . for a Large Model of a Bank, 1678. 

The last chapter is a well-balanced discussion of the almost 
perennial problem of Mercantilism. The author gives a judicial 
summary of the essentials in the position, or at least some of 
the chief of them. Here, again, perhaps the main difficulty is 
to realise what precisely were the conditions, and then to deter- 
mine how they should have been interpreted. As regards the 
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first, the more we try to reconstruct the state of life, both 
economic and social, during the early years of Mercantilism, the 
more it appears how natural and almost inevitable it was to 
place monetary questions in the forefront of discussion. The 
error, of course, was not to recognise that the then existing 


conditions were transitory. 
W. R. Scorr 


From Akbar to Aurangzeb. By W. H. Moretanp, C.8.1., C.LE, 
(London: Macmillan & Co. 1923. Pp. 364.) 


Mr. MoreE.LAnpD is to be congratulated on having made a 
valuable find; he has discovered in the Dutch Public Record 
Office a mass of new material for the economic history of India; 
he has not as yet been able to undertake the systematic examina- 
tion of these voluminous records, but the existence of this large 
store of unexplored material should, as he observes, be borne in 
mind by all students of the period. 

From Akbar to Aurangzeb may be described as the second 
volume of that outline of the economic history of India to which 
Mr. Moreland has devoted himself since his retirement from India. 
In his first volume (India at the Death of Akbar), published in 
1920, his design was to present a sketch of the economic life of 
India at the opening of the seventeenth century, and “starting 
from this date to trace the economic story of the next three 
centuries, first in the narrations of travellers and the early Letter 
Books of the East India Company, and then in the more copious 
official records and publications of later times.” The period 
covered by the present volume is of particular interest for two 
reasons: firstly, it is the opening of a new epoch which is 
characterised by direct trade between India and Western Europe ; 
and secondly, it is the period when the economic conditions of 
India are first discussed in the reports and letters of European 
merchants. On matters of political history Professor Jadunath 
Sarkar challenges, I think justly, the credibility of European 
witnesses, but he acknowledges the value of their narratives “ as 
throwing light on the condition of the people and the state of 
trade and industry.” It is for this purpose that Mr. Moreland 
makes use of them, and I have no doubt of their value when 
the assertions of European witnesses are checked against each 
other and controlled by Mr. Moreland’s intimate acquaintance 
with the industrial organisation of modern India. 

Did the advent of European commerce produce any marked 
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change in the economic life of India? The answer given by Mr. 
Moreland is in the negative. The volume of European commerce 
in the period covered by this book was so small, from eighteen to 
twenty lakhs a year, that its influence upon the industrial system 
of India as a whole was negligible, though particular classes of 
artisans (growers of indigo and weavers of cotton cloth princi- 
pally) in a few localities did derive substantial benefit from the 
opening of new markets. But speaking generally the system of 
production which prevailed at the death of Akbar remained 
unaltered during the reigns of Jehangir and Shah Jehan. “ The 
land, by far the most important source of national income, was 
cultivated in small holdings by peasants, for the most part short 
of capital, and contributing a large share of the produce to the 
revenue of the State. Other forms of production, whether mining 
or manufacture, were likewise organised in small units and they 
were dominated by scarcity of capital and the demands of the 
Government or its nominees.” This was, of course, the system 
prevailing in Europe before the industrial revolution; it was 
founded, as Mons. Paul Mantoux observes, “‘ upon the co-existence 
and the close alliance of production on a small scale in agriculture 
and production on a small scale in industry.” It is the system 
which has survived into our own times in India, and it is now slowly 
yielding ground to a capitalistic organisation. 

What, then, Mr. Moreland’s book does is to extend our know- 
ledge ; it does not compel us to revise our opinions ; the new facts 
which he has brought to light are valuable corroborations of the 
truth of the hypothesis which had been provisionally framed before 
they were known. I should select as particularly instructive his 
analysis of the trade in cotton goods. All of it is interesting, and 
the fact that Indian cotton cloth was orginally purchased by the 
Dutch to barter against spices in the East Indian Islands is new to 
me, at least. In Chapter VII Mr. Moreland shows vividly the 
catastrophic results of famine in India before the days of roads 
and railways. His study of the famine of 1630 is a valuable 
addition to the history of Indian famines. The letters sent from 
the English factories in India mention the prevalence of canni- 
balism “ in this direfull tyme of dearth,” but I have seen nothing 
so convincing as the narrative of Van Twist quoted (p. 212) 
by Mr. Moreland. The following specimen must here suffice. 
‘Some of our Dutchmen, coming from Ahmadabad, found some 
people sitting at a little fire where hands and feet were cooking, 
a terrible thing to see. Even worse was it in the village of 
Susuntra, where human flesh was sold in open market. This 
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terrible divine punishment fell chiefly on the poor, who had 
nothing in store.” I doubt whether this story will be believed, 
in modern India. ‘‘ Le drame du pain au dénouement funébre,” 
as the Vicomte d’Avenel says, “‘ ne se joue plus. I] est si oublié 
qu’il en devient improbable.” 

But though the famine of 1630 “ disjointed all trade out of 
frame ” and reduced the industrial efficiency of the province of 
Gujerat for years, such visitations were only occasional. The 
evil of bad government was chronic. Mr. Moreland’s chapter 
upon the economic influence of the administration deserves very 
careful consideration. I confess that the sombreness of the 
picture surprises me; his conclusions suggest, as he himself con- 
fesses, that “‘ the India of the seventeenth century must have been 
an Inferno for the ordinary man.” The farming of taxes ‘“ by 
the year to the highest bidders” must certainly have produced 
calamitous results to the people, and the evidence of the misery 
thereby caused in certain places and at certain times is incon- 
trovertible. But if such misery had been universal India would 
surely have made a painful impression upon all European visitors. 
This was by no means the case. Terry, for instance, speaks of 
India in terms so glowing that he is constrained to add: ‘ But 
lest this remote countrey should seeme like an earthly Paradise 
without any discommodities, I must needs take notice there of 
many lions, tygres, wolves, jackals (which seeme to be wild dogs) 
and many other harmful beasts.” ‘‘ But,” he continues, ‘“ there 
is no country without some discommodities; for therefore the 
wise Disposer of all things hath tempered bitter things with 
sweet, to teach man that there is no true and perfect content 
to be found in any kingdom but that of God.” A very proper and 
wholesome reflection in the mouth of a grave chaplain of the East 
India Company, but surely pointless and superfluous had India 
been an Inferno for the ordinary man. ‘Terry was two years and 
a half in India, and to my thinking he was an intelligent observer, 
and though I fully acknowledge that his evidence cannot carry 
the same weight as that of Pelsart, Linschoten or van Twist, yet 
I would not altogether disregard it, if only because it brings some 
light into a picture which would otherwise be too black to be 


credible. 
THEODORE Morison 
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Die Gestaltung der Wirtschaftsentwicklung aus ihren Anfangen 
heraus (Primitive Economic Life). By RicHarp THUuURN- 
WALD. Separately and also in Die Hauptprobleme der 
Soziologie. Munich: Duncker and MHumblot. 1923. 
Pp. 60. 


ETHNOLOGY has been remarkably slow in giving us a picture 
of primitive economic organisation. It is not difficult to find the 
reason : in economics even more than in sociology it requires a 
highly trained eye to perceive the fact—the scientifically relevant, 
the rule, the law—under the surface of apparently shapeless 
human behaviour. The savage can satisfy his hunger, thirst, 
his need of shelter and clothing in a relatively simple manner. 
The amateur traveller, missionary, planter, who is on the look-out 
for the homo economicus of the current text-books, if he does 
not overlook economics altogether, finds that there is nothing 
to say about this aspect of savage life. Hence in our typical 
ethnographic description we find much about the superstitions 
and beliefs, war customs and ways of cannibalism and head- 
hunting, but hardly anything at all about economics. 

It needed the trained sociologist, acquainted also with economic 
principles, to show that there is much to be said about savage 
economics (cf. Schwiedland, Anfange und Wesen der Wirtschaft, 
3rd ed., Stuttgart, 1923). The facts, as they become revealed 
by recent researches, are often blurred and somewhat diffuse ; 
sometimes ensconced in quaint borderlands between practical 
and ceremonial pursuits, as, for instance, in the remarkable 
customs of the Kula type, described by Prof. Malinowski in his 
Argonauts in the Western Pacific and in the Economic JOURNAL 
(March 1921). But they are always to be found, and most 
modern ethnographic records of field-work no longer ignore the 
economic aspect. 

No student of Social Anthropology, however, has contributed 
as much to this branch of learning as R. Thurnwald, now reader 
in the University of Berlin, who during his several expeditions 
to New Guinea and the Melanesian Islands has been for years in 
close personal contact with the natives, and has given proofs of 
his methods and abilities in a considerable number of first-rate 
publications. The above memoir on early economic life is 
therefore of special value, for it unites unequalled experience in 
the field with a thoroughly theoretical grasp of the subject. 


The author starts with an analysis of the simplest type of 
T2 
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economic organisation. He shows, that besides the simple 
food-procuring activities of the lowest savages, besides the some- 
what more complex methods of the higher barbarians, we find, 
right down to the level of lowest savagery, a great deal of human 
activity devoted to what could be ‘called ideal aims; that is, 
work not devoted to useful and rational ends, but squandered 
on some magical superstition or religious belief, or serving to 
satisfy some of the sinuous vagaries of native tradition. It is 
in the relation of this para-economic effort to the rational and 
adequate methods that, according to Thurnwald, some of the 
most interesting chapters of primitive economics can be found. 
For gradually—under the stress of harsh conditions of life, with 
the advance of knowledge and the development of technique, 
with the increase of population and the closer knitting of the 
family, clan, local grouping and State—there develop the rational 
schemes of work and enterprise. But these adequate, really 
economic modes of activity run for a long time side by side 
with the blind-alleys of para-economic work, each influencing the 
other in many interesting ways. 

Professor Thurnwald gives among others a most valuable 
account of the psychology of primitive work. The native works 
not only for his means of subsistence, but also for the display of 
personal vanity, for social distinction, for the acquisition of 
magical powers and other forms of self-enhancement. It is 
interesting to follow, for example, the gradual development of 
money. This important social achievement hardly ever grows 
out of any object of use. It usually evolves out of some typical 
ornament or artistic production, out of some specially perfect 
type of implement or ceremonial object. Since with savages 
there is no common measure of economic value, “ money ”’ such 
as it is cannot serve to express it. Primitive money has therefore 
no direct relation to capital as we use this word, nor can it be 
strictly regarded as a medium of exchange. It is interesting to 
note that Dr. Thurnwald independently arrives at the same 
conclusions as those reached by another field-worker on economic 
matters, namely, Malinowski (cf. his Western Argonauts, chap. vi. 
and passim). The earliest forms of capital are to be sought in 
such commodities as fruit-bearing trees, domesticated animals 
and slaves. 

Taking everything into account, Thurnwald is compelled to 
reject Professor Buecher’s theory of an early stage of ‘ closed 
housekeeping.”’ The primitive unit of economic life is not the 
house, nor the family, but the communal group—either the clan 
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or the local settlement. Barter plays an important rdle even 
in very small communities. 

Thurnwald refuses also to over-emphasise the dependence of 
native economics upon natural surroundings. Primitive man 
in possession of a simple technique only is obviously in a large 
degree determined in his pursuits by the environment. But how 
to account in the same deserts for the existence of Bushman 
hunters and of Herero cattle-breeders ? Why do we find peoples 
with very different political and economic organisation in the 
same climate and cultural conditions—as, for instance, in the 
South Sea the Samoans or the Maoris with an aristocratic and 
feudal system on the one hand, and the Papuans with hardly any 
chiefs and a system of communal partnership on the other ? 

Thurnwald shows that the nature of economic life depends 
on three factors : 

(1) First there is, of course, the natural environment. This 
sets the economic problem, and at the same time it yields some 
—at times a great many—of the means of its solution. 

(2) The stage of knowledge and of technical development supplies 
man with most of his means and ways. 

(3) A third and a very labile factor is the type of social organ- 
isation, the type of relations obtaining among men and groups 
of men. Each political type of society is marked by its own 
system of estimating and selecting persons for leadership. And 
this influences the economic as well as all other functions of that 
society. 

On the whole one comes to the conclusion, reading Thurn- 
wald’s thorough and stimulating books, that economic rationality 
and adequacy of means to ends had to be invented, just as much 
as the potter’s wheel or the plough or the use of metals. 

Thurnwald shows us how the economic process is not only 
the outcome of human intellect, but how it results from a complex 
play of instincts, working on and worked by the forces of environ- 
ment and aided or hindered by social tradition and organisation 
(cf. my own Volkswirtschaftslehre, especially Vol. I., 3rd ed., 
Stuttgart, 1923). , 

The present study of Thurnwald is undoubtedly the best 
statement of economic development, based on an extensive 
personal acquaintance with natives, aided by a wide learning 
and a thorough grasp of economic theory. 

EUGENE SCHWIEDLAND 
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Wirtschaftsgeschichte. By Max WersBer. Edited by S. HE t1- 
MANN and M. PAtyr. (Munich: Duncker & Humblot. 
1923. Pp. 348, large 8vo.) 


For a quarter of a century Lujo Brentano lectured at the 
University of Munich on Economic History. These lectures 
having enjoyed a great success, the students requested his suc- 
cessor Max Weber to discourse on the same matter. He did so 
in the years 1919-20, but without the bright concrete pictures of 
European development which Brentano had given. Following 
his special interest in sociology, Weber gave a “ Summary of 
universal Social and Economic History.”” He died suddenly in 
the summer of 1920, leaving only loose leaves of notes, and a 
professor of History and an economist of Munich have compiled 
this volume with the help of the notes »nd transcripts of students. 

As a result of these origins. ++ volume is not so compendious 
as other works of ” ~ cuer’s, but its diction is fresher, simpler 
and better arran;ed. The abundance of its contents is shown 
by the Index ocer.rving no less than 29 pages compared with 
315 pages of text. Indeed the book shows a marvellous know- 
ledge on the part of the author, embracing all times and peoples 
of the earth,—as well as his inclination to employ incessantly 
special technical terms frequently formed from foreign roots. 

Weber, having cultivated wniversal economic and _ social 
history, illustrates matters of agriculture, crafts and mining, 
trade and currency, industry and finance by reference to ancient 
Egypt and Babylon, to classical antiquity, to Indian, Chinese 
and Japanese conditions as well as to medieval and modern 
European civilisation. Moreover, Max Weber was able to see 
the reality and to realise men of the most different races, times 
and countries. 

As an example of his treatment of his subject matter we may 
refer to his elucidations of money (p. 208 and following), where 
—it may be mentioned—the only paradox of the book is to be 
found, viz. : “‘ Money is the creator of individual property.”’ He 
touches on various objects of which ownership and inheritance 
inhered in primitive epochs only in men or only in women, and 
puts the emphasis upon money as fulfilling two fundamental 
functions—as a compulsory means of payment and as a general 
means of exchange. This function of money as a general means 
of exchange comes from foreign commercial intercourse, peace 
between two countries being in early times based on a continued 
exchange of presents between their rulers. The further réle 
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of money as a means for heaping up treasures is derived from the 
fact that the chieftains had to maintain a train of followers to 
whom presents had to be made on special occasions. Hence the 
extraordinary appreciation of treasures by Indian Rajahs and 
Merovingian kings; the ‘‘ Nibelungenhort,” too, is nothing else 
than a treasure of such a character. 

Weber distinguishes im general: ornamental money, useful 
money (corn, salt, tobacco, arms, ironware), dress money (furs, 
hides, woven material of foreign origin) and token money (Chinese 
counters are circulating in some parts of India; fur money 
existed in Russia in the shape of small pieces of fur, unfit for use). 

Payment is frequently effected by a sum of diverse kinds of 
money, é. g. in Java by one precious stone and twenty mother-o’- 
pearl shells; similarly with the Indians of Missouri a wife was 
bought for 2 knives, 1 pair of trousers, 1 blanket, 1 gun, 1 horse 
and 1 leather tent—this amounting to the sale of a wife for one 
complete warrior’s outfit. 

Contrary to those who believe in an imminent decay of 
capitalist civilisation, Weber notes, that the modern nationalist 
State gave capitalism high chances for development, and he is 
consequently of the opinion that capitalism will last till the 
nationalist States themselves have given place to a unique 
Universal Commonwealth. 

Every reader will feel indebted to the editors for their having 
made these suggestive unwritten lectures accessible to the public. 

EUGENE SCHWIEDLAND 


The Co-operative Movement in Japan. By K. Ocata, Professor 
in the University of Commerce at Tokio. With a preface 
by SrpNEy Wess. (London: P. 8. King & Son. 1923. 
Pp. 362, in Octavo.) 


THE essential feature of this big volume is the description of 
some old and widespread genuine Japanese forms of mutual 
assistance and economic communism. Similar associations, 
called mujin or ko, appeared seven or eight hundred years back, 
and before the Great War some 1,600,000 were in existence. 
Their members join temporarily for the purpose of mutual 
assistance in trade or in domestic economy, in arranging pil- 
grimages to temples or holiday trips, etc. They are local unions 
on a smaller or larger scale, mounting up to some hundreds of 
members and sometimes dissolving after a short time. Some 
have profit-seeking purposes (business mujins). 
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Another community, three-quarters of a century old, is the 
hotokusha, devised by a simple peasant, Sontoka, who is highly 
respected and regarded almost as a saint. Besides money loans 
these groups facilitate the common buying and selling of goods, 
the drying of cocoons, the replanting of forests and so on. The 
Civil Code of 1896 granted them personality in law as well as 
public utility. 

European forms of co-operation (co-operative productive 
societies excepted), were introduced by a special Law in 1899, 
which came into force in 1900, and since then the government 
has strongly encouraged such co-operative societies as effect 
loans, buy and sell, or work combined forms of such businesses. 
Four-fifths of the 14,000 co-operative societies (in the modern 
sense) existing in 1921 were Credit Associations. All of them 
enjoy legal advantages over trade companies and stand under 
public survey and control. 

But they all are organisations implanted by authority from 
above, and have not naturally grown up from co-operative ideals, 
like their analogous forms in England, in Belgium, in Denmark, 
in Germany or in Italy, or even like the old Japanese friendly 
associations mentioned above. 

EUGENE SCHWIEDLAND 
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NOTES AND MEMORANDA 


Tur AGRICULTURAL POPULATION AND THE RENTAL OF LAND 


Prior to the institution of the census in 1801, there are only 
estimates of the population. Even the first census failed in its 
object, because the method of obtaining the information had not 
been determined by practice, and the general standard of educa- 
tion was so low that it was impossible to place any reliance upon 
the figures returned. This was particularly evident in respect of 
the occupational statistics. So far as agriculture was concerned, 
the census of 1831 states quite plainly that the failure of the 
question in 1801 ‘“‘ became manifest and worthless answers were 
entered without attempt at correction.’ It is only possible, 
therefore, to arrive at the agricultural population in 1811, and, 
since the number of families only is stated, it is necessary to use 
some figure as a multiplier in order to determine the number of 
persons. It was usual in the pamphlets of the day to estimate 
five persons to a family; if this figure is used, nearly four million 
people are shown to be employed in agriculture. This is a 
highly improbable result, particularly in view of the figure given 
in the 1841 census, which is only a million and a quarter. Some 
deduction must therefore be made from the 1811 figure, and it 
is, to say the least, unlikely that more than three million persons 
were engaged in the industry then. If that figure is taken, 
about 30 per cent. of the population were engaged in agriculture, 
whereas in 1911 only about 3-6 per cent. were so employed. 
The decline has not been uniform during the century, the number 
having risen between 1841-1851. It then consistently declined 
until 1901. At the next census a new system of enumeration 
was adopted, with the result that the 1911 figures show an 
increase. In this return is a table! stating the number of men 
and women over ten years of age, employed in agriculture in 
1851 and at each decennial period thereafter. The total popula- 
tion at the date of each census is also stated in this return, and 
from these figures the percentage of population employed in 
agriculture can readily be calculated. 

1 General Report (Cd. 8491), p. 113. 
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The figures contained in the census returns are not strictly 
comparable, owing to the differences in the methods of enumera- 
tion employed. Many attempts have been made to weight the 
various returns so as to render them perfect, but these efforts 
must be received with reserve. It is necessary to accept what is 
to hand, and it has seemed best to take the figures published in 
the tables appearing in the 1911 General Report. 

It is reasonable to assume that the profits of any national 
industry compared with the total income of the nation bear 
some relation to the percentage of the total population employed 
in that industry. A large number of economists have tried to 
formulate estimates of the total national income, but nothing 
satisfactory has yet been produced. The investigator is, there- 
fore, forced to accept the income assessed to income tax for the 
purposes of calculations, and here again difficulties are encoun- 
tered. Different bases of assessment were adopted at different 
times, and there is a hiatus from 1815-1842, when income tax 
was not levied. It does not seem possible, therefore, to do more 
than compare the rent of land assessed to income tax and the 
total income assessed. It is not desirable to carry the investiga- 
tion into the ‘‘ war period,”’ as numerous changes were instituted, 
and the inflation and deflation of the currency introduced factors 
at present incalculable. So far as can be estimated from the 
only figures available, the rent of agricultural land in 1811 was 
about 20 per cent. of the total income assessed to income tax. 
During the century this proportion steadily declined, and in 1911 
it was about 3-8 per cent. of the total. These percentages are 
not absolutely comparable, since the classification of income has 
been changed, and the later period contains elements not included 
in the earlier. These are not, however, very large, and do not 
make a really significant difference in the annual percentage. 

The argument that the percentage of population engaged in 
agriculture and the proportionate annual income derived from 
the rent of land are related, is to some extent substantiated by 
an examination of these figures. If the percentage of population 
in England engaged in agriculture, and the percentage of income 
derived immediately prior to the war are examined, the first is 
found to be 3-6 per cent. and the second 3-8 per cent. 

At the same time there had been an absolute decline in the 
number of persons engaged in agriculture, which cannot be stated 
exactly, but probably amounted to at least 50 per cent., if not 
slightly more. Although some land not used for agricultural 
purposes at the time of Couling’s survey in 1827 may have been 
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brought into productive use by sheep and cattle farming, it is 
improbable that the total area of agricultural land has altered 
very much, in spite of the variation in the corn acreage, which 
clearly shows that the whole area has not been consistently used 
for a uniform purpose. The diminution of the agricultural 
population merely indicates that less labour is being put into the 
land. Some account must, however, be taken of the improve- 
ment in mechanical appliances and the progress of science. Since 
agricultural rents, contrary to the agricultural population, abso- 
lutely increased in amount, although only slightly, the annual 
produce of agriculture must have increased, or it would not be 
possible to derive an enhanced rent from the land. The position 
of the agricultural landowner has thus improved during the 
century, in spite of the decline in number of agricultural labourers 
and the actual decline of the industry as a proportion of the 
total industrial undertakings of the country. 

Apart from this absolute increment which has accrued to the 
landlords from the agricultural industry itself, there has been an 
increment from each of several other sources, and, although that 
has no immediate reference to the present subject, some indication 
of its nature may not be inappropriate. The most obvious is 
derived from house property. The rent of houses assessed to 
income tax rose from not quite 14 millions ! in 1811 to 196,300,000 
a century later. As a percentage of the total income, it has 
risen from just under 9 per cent. to about 20-5 per cent., while 
the population itself has only increased from 10 millions to 
36 millions. The increment in rent may be derived from two 
sources: first, an actual increase in the number of houses, and 
second, from an absolute increase in the rent of each house; both 
these factors have influenced this figure, and it is quite clear, 
from the ratio between the increment in house rent and the 
increment in population, that the value of house property has 
increased about four times as rapidly as the population. 

The fact that the total income assessed to income tax rose 
from about 155 millions! to about 948 millions + during one 
hundred years shows to what extent the industrial undertakings 
of the country have enhanced the annual income. The total 
income has thus increased about 600 per cent. This, however, 
bears but little relation to the activities of the agricultural land- 


1 These figures are not those of an isolated year, but are the average, so 
far as that can be obtained, for the ten-year periods 1807-16, 37-46, 47-56, 
etc., grouped about each decennial census. They are taken from official 
publications, 
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owner, whose position is at least on a parity with that of his 
ancestors. Although the assessed rental of agricultural land is 
very little greater than it was one hundred years ago, it is now 
almost identical, in its relation to the total assessed income of the 
country, with the percentage of population employed in the 
industry. 


Table showing Relation of Number of Persons employed in 


Agriculture to Total Population and Average Rental of Land 
and Houses for each Decennial Period in relation to Average 
Total Income assessed. 




















No. of Ten years’ Ten years’ Ten years’ 
“ee average of | average of | average of 
: Total Persons Total Rent of Rent of 
Year. | Population. | ©™Ployed Income Land Houses 
se assessed assessed assessed 
Agriculture. to tax. to tax. to tax. 
£ £ £ 
24 org |f 2,310,597 1\ 5A 772 09 D 30.996 4 K 24 
1811 10,164,256 (3,850,995 J 154,778,021 | 31,860,996 13,900,382 
1841 15,914,148 1,257,238 224,087,706 | 40,696,877°| 36,066,045 ° 
1851 17,927,609 1,712,739? | 242,083,767 | 41,641,865%| 41,259,412¢ 
1861 20,066,224 1,655,178 297,413,304 | 43,922,730 52,141,242 
1871 22,712,266 1,456,971 415,980,596 | 48,691,158 74,731,143 
1881 25,974,439 1,352,389 505,392,243 | 49,971,729 | 103,642,372 
1891 29,002,525 1,284,981 580,890,069 | 41,634,276 | 125,664,100 
1901 32,527,843 1,191,967 718,199,781 37,195,470 | 160,314,734 
191] 36,070,492 1,291,828 | 948,372,989 | 36,662,682 | 196,336,423 








1 The census for this year gives number of families only, and, as was then 
usual, the figure has been multiplied by five and, alternatively, by three. 

2 Number of persons over ten years of age, and so for each census to 1911. 

3 Increase partly due to amended instructions and consequent more accurate 


returns. 


¢ The average in this case is one of six years only, as no official figures can 
be discovered for the earlier years. 

5 The average in this case is one of two years only. 

®° The average in this case is one of seven years only. 

N.B.—The average total income has been taken for the same years as the 
rents, and consequently is for the same number of years in each of these three 


cases. 


G. E. Fussetu 


THE BEGINNINGS OF THE LIVERPOOL CoTTON TRADE 


In a previous article (Economic JournaL, Vol. XXXIII. 





pp. 362-373) the recorded beginnings of the Liverpool cotton 
trade were carried back to 1735. The present addendum is 
intended to adduce fresh evidence which relates to a period even 
thirty years earlier. The interest of this is not to be found in the 
mere prosaic business of attaching a date-label to a particular 
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phase of commercial development, but rather in the fact of these 
early signs of an interdependence, often overlooked, yet of prime 
importance in regard to the manufacturing changes of the 
eighteenth century, between the commercial emporium and its 
industrial hinterland. 

The triangular trade of 1735 between Liverpool, Africa and 
the West Indies has already been described, and it was previously 
suggested that such trade might have been in existence after the 
gradual relaxing of the African Company’s privileges, a process 
which apparently became more clearly marked after 1730. 
Support was given to this suggestion from the accounts of the 
commencement of the Liverpool slave trade, given by local 
historians: + in 1730 fifteen ships were despatched, whereas 
before 1730 only a single small venture in 1709, on the part of a 
barque of 30 tons, is recorded. The African trade, however, had 
been opened in 1698 to those who paid certain duties to the 
Company, and there are now indications 2 that Liverpool ships 
were taking some part in the trade in 1700 and 1701, perhaps in 
accordance with the conditions offered, perhaps as mere inter- 
lopers. The latter is the more probable, and may account for 
the absence of direct evidence. 

The ships which sailed in those years were specially instructed 
to bring home sugar and cotton from the West Indies. During 
the succeeding two years cotton was certainly received and 
marketed at Liverpool, but whether as the product of the 
triangular trade, or of a direct trade with the West Indies, does not 
appear. What was probably a typical consignment is described 
in a letter of 1703: “102 hhds Sug"... . 19 baggs cotten & 
10 tuns logwood as also some matters on all yo" privat adven- 
tures.” 3 It is unfortunate that this excerpt and those that 
follow are taken simply from the letters received by one merchant 
from the three or four others who were concerned with him in his 
ventures, and that, therefore, though they give a fragmentary 
outline of the course of trade, they give no indication of its 
volume. 

A letter of 1702 tells that ‘“ y° Cotton men not yet come to 
town to pay their money,” 4 and the custom seems to have been 


1 Cf. T. Baines, History of the Commerce and Town of Liverpool (1852), p. 694; 
J. A. Picton, Memorials of Liverpool (1875), i. p. 193. 

2 Norris Papers, ii. 567. The Norris MS. are best known from the selection 
of the more interesting letters contained in the ninth volume of the publications 
of the Chetham Society (Old Series). The present quotations, however, are from 
some of the unpublished letters which have been hitherto passed over. 

3 {bid., ii. 204. * Lbid., i. 182. 
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for the Manchester manufacturers to come to Liverpool and 
make their purchases direct. It was not a business lightly to be 
undertaken. Even seventy years later, when coaches were 
running, the journey took nine hours, and manufacturers travelled 
one day, supplied themselves with cotton on the next, and 
returned to Manchester on the third day. 

The century whose close saw the dominance of an established 
Liverpool market saw also, at its beginning, the existence of the 
clumsiest conditions of buying and selling. The method of 
bargaining was crude, and the Liverpool merchants were evidently 
more accustomed to the handling of tobacco—then regarded as 
the staple import—and sugar than of cotton. In illustration, a 
letter of 1703, relating to a sale of water-packed cotton, may be 
quoted: ‘‘ I have sold about 10° [ewt.] of Dam[aged] Cotton at 
74 p. lb. you’l say a poore price one of y® baggs w™ was about 
y° bulk of 4 a pack of Tobacco weighed 3° 2q"* it was not worth 
1¢ per lb had it come clear of Damadge Mr Tayler would have 
given 124 p.lb.” 2 Since cotton was reported to be 10d. per lb. 
in the West Indies during the earlier part of the year, it was not 
a very promising trade. 

A letter from Mr. Edward Byrom * of Manchester shows the 
reverse side of a similar bargain, made earlier in the year: 
“ Yesternight I returned from London to find yr* of 6 Aug 
Noting you Draw on mee for thirteen pounds . . . & that for 
the rest we shall agree amicably. I hope so too & the reason is 
so great on my part it strange to mee Merch* of such honnor as 
y' Partners are should need Persuasion to do a thing of that 
Reason & Equity truth is I have already paid you for more Neat 
Cotton than ever I rec’ & this 13" is in great part for tare & 
Damaged Cotton of no account to mee.” The postscript which 
follows is of special interest: “‘ I Presume you are satisfyed it is 
the Custom in London to alow 10 p.ct upon Cernes & in yr Bill 
Is but 4 & afterwards you but counted it 6 p.ct to mee So judge 
you the matter.” * 

“* Cerne ’’—literally ‘“ circle ’»—must here be used in the sense 
of “ covering ”’ or ‘‘ binding,” and it may be a reasonable assump- 
tion that an allowance “‘ upon cernes ”’ is simply another expres- 
sion for “tare.” If the statement be correct that the London 


1 L. H. Grindon, Manchester Banks and Bankers, p. 13. 

2 Norris Papers, ii. 289. 

3 It seems not unlikely that this was the same Edward Byrom who was a 
member of the famous Manchester family of merchants and linen-drapers, and 
was the father of John Byrom the poet. 

* [bid., i. 227. 
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allowance was ten per cent., it seems excessive and over-generous ; 
an allowance of four per cent. was probably more reasonable if 
the customary rate of tare was to correspond with the actual 
tare. On the other hand, it is unlikely that there was at that 
time much uniformity in the materials and methods employed 
in bagging the cotton. Postlethwayt’s Dictionary (1766) declares 
that ‘‘ the tare abated in the Antilles is three in the 100.” 

There is no further evidence of the Liverpool custom until 
the end of the century; an examination of some existing account- 
books of that time shows that then Liverpool brokers made 
allowance at the rate of one in twenty-eight. The maintenance 
of such a ratio depended chiefly upon its admirable simplicity : 
the gross weight of the consignment—less the “‘ draft allowance ”’ 
of one lb. per bag—was translated into quarters avoirdupois, and 
abatement made at the rate of one lb. for each quarter. 

StanLEY DUMBELL 
University of Liverpool. 


CURRENCY AND BANK CREDIT 


Ir is highly interesting to readers of the Economic JOURNAL 
to have before them the views of Prof. Cannan and Mr. Keynes 
on an acute problem of the day; and disconcerting to find that 
while—as might be expected from the high standing of the con- 
troversialists—there is nothing one would venture to describe 
as incorrect in either article, they lead to contradictory con- 
clusions. May I, with due diffidence, offer a contribution which, 
starting from a different point, seems to suggest a partial recon- 
ciliation ? 

The point of departure is to ask, What are the dangers from 
which we have to protect ourselves? Are we thinking of an 
indefinite inflation such as that which took place in Germany ; 
or that which France is now endeavouring, with doubtful success, 
to avoid? or of an exaggerated and disastrous trade boom such 
as that of 1919-20? or are we thinking of plans to minimise the 
disturbance due to trade cycles of the moderate character known 
to the nineteenth century? The intimate correlation between 
bank credit and the supply of cash is not in dispute; it is rather 
a question of initiative, and perhaps the question in the minds 
of the two writers is not quite the same, on account of the practical 
application which is subconsciously present to each of them. 

If we were afraid that the British Government would embark 
on a career of extravagance, and finance itself by the use of the 
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printing press, it is just possible that the conservatism of the 
financial world might put up an effective barrier. It is, of course, 
more likely that the usual consequences, artificial stimulation of 
business, and sham prosperity, would follow; but just as the 
Federal Reserve Board has carried on a policy of keeping the 
“‘“ money-spending power ”’ of America from rising in proportion 
to the stock of gold in that country, so it is conceivable that the 
Bank of England, and the commercial banks, by a severe limita- 
tion of credit, might restrict the consequences of governmental 
over-issue of paper money, at least if the inflation did not go too 
far. In this case ought we not to say that it is the total stock of 
means of payment, three-quarters of which is in the form of 
bank credit, that controls the level of prices ? 

But let us take another and more likely contingency. Recently 
the dockers struck for higher wages; the employers conceded this 
after a slight resistance, and promptly raised their charges to 
meet the cost. Then the London tramway men struck, and their 
demands having been conceded, a rise in tram fares will no 
doubt follow. If the same happens all round, the rise in prices 
will cause a demand for loans that the banks will be unable to 
resist, even if they wished to. They will, let us say, allow Treasury 
bills to run off, in order to secure more legal tender. 

Is the Government going to insist on the Cunliffe limit? It 
is not likely that the chairmen of the Big Five will be called upon 
to come with candles and white robes to do penance before the 
Financial Secretary : it is more likely that they will be applauded 
for their efforts to keep a trade revival. A new competition 
between rising wages and rising prices like that of 1919-20 may 
set in. If the gold standard were in use, this vicious inflation 
would soon be stopped; in the absence of that safeguard, the 
best we can hope for is that the common sense of the Government 
and country will recognise in time whither the movement is 
leading, and will maintain a limitation of legal tender strict 
enough to check the inflation setting in from the side of commerce. 

In this case we may reasonably say that the supply of legal 
tender currency is the important factor in the situation. 

Mr. Keynes does well to stress the fact that a demand for legal 
tender springs up as a result of contracts already entered into, 
and so is a late feature in the trade cycle. To impose an absolute 
limit to the supply of legal tender might easily create a crisis; 
half a century ago crises due to inelasticity of money supply in 
a gold-using system had to be met by suspending the Bank 
Charter Act, i.e. by removing the rigid limit. Undoubtedly, if 
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our currency system is to be regulated consciously, it must be 
in accordance with all the economic circumstances, and not by 
a simple fixed rule. At the same time we might remember that 
the gold standard did work, and fairly well, although it is much 
harder to get new supplies of gold in an emergency than to per- 
suade Government to rescind a Treasury minute. 
R, A. LEHFELDT 
Johannesburg, 
April 1924. 


THE TENTH ANNUAL REPORT OF THE FEDERAL RESERVE 
Boarp 


Amone the many contrasts presented by the authorities 
respectively responsible for credit policy in this country and the 
United States, none is more marked than that between the 
reticence of the Bank of England and the communicativeness of 
the Federal Reserve Board. Either attitude has much to recom- 
mend it, but that of the Federal Reserve Board undoubtedly 
presents the greater advantages to the student of monetary theory. 

In this Report the Board takes the public more fully into its 
confidence than ever before. The Report deals ostensibly with 
the year 1923, but it refers freely to the proceedings of 1922 and 
preceding years. 

Anyone who has studied the weekly returns of the Federal 
Reserve Banks in recent years will be aware that the most 
striking movements have been those in the distribution of earning 
assets between rediscounts and open market assets. The funda- 
mental difference between these two classes of assets is that the 
rediscounts are brought to the Federal Reserve Banks by the 
member banks on their own initiative, in order to maintain 
their statutory reserve proportions, whereas the others are 
composed of bank acceptances or Government securities bought 
on the initiative of the Federal Reserve Banks themselves. 
Every asset is balanced by a liability. When the Federal 
Reserve Banks buy open market assets, their liabilities, whether 
notes or deposits, are increased by an equal amount; this repre- 
sents an increase in the cash resources of the member banks, 
and enables them either to diminish their rediscounts or to 
create more credit. On the other hand, when the Federal 
Reserve Banks sell open market assets, they curtail the cash 
resources of the member banks and drive them either to contract 
credit or to replenish their reserves by rediscounting. 

No, 134.—VOL,. XXXIV. U 
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In 1922, as a result of a drastic contraction of credit and a 
great importation of gold, the earning assets of the Federal 
Reserve Banks had reached a low level. ‘‘ Some of the reserve 
banks, in order to assure themselves of sufficient earnings to 
meet their expenses and their dividend requirements, began to 
purchase considerable amounts of short-term Treasury securities,” 
In July 1922 the rate for commercial paper in New York fell 
fractionally below the rediscount rate; this development (which, 
however, is not itself mentioned in the Report) was evidence 
that the rediscount rate had ceased to be effective. It became 
clear that “‘ open-market operations of individual reserve banks 
may not be reflected in changes in the demand for credit at these 
banks, but may influence the credit situation in the money 
centres where the purchases or sales are made.’ That is to 
say, if the Chicago reserve bank bought $1,000,000 of certificates 
of indebtedness in New York, it might pay for them by trans- 
ferring $1,000,000 of gold to the New York reserve bank. The 
Chicago bank could then simply substitute earning assets for 
idle gold, while the New York bank would be saddled with the 
redundant gold and would find its control of credit weakened. 
It became evident that ‘‘ open-market policy should be a system 
policy.” The Board decided that open-market policy was to 
depend, like the rediscount rate itself, on the state of trade 
and on the general credit situation, and a committee of reserve 
bank officers was constituted to secure co-ordinated action. 

The effects of this decision have been manifest in the inter- 
esting changes in open-market assets which occurred in 1923. 
At the beginning of the year prices were rising, and there was 
some fear of an excessive credit expansion. The New York 
rediscount rate was raised in February from 4 to 44 per cent. 
So slight a rise (which only occurred in three out of the twelve 
reserve districts) was not likely by itself to have much influence. 
But concurrently with it came a systematic sale of open-market 
assets, which, for the system as a whole, fell from $712 millions 
to $270 millions at the minimum in the summer. The member 
banks were driven to make up the difference by rediscounting, 
and the rediscount rate thus reinforced became effective. Prices 
began to fall. In the autumn, when the danger of inflation had 
clearly passed and the seasonal stringency supervened, the 
banks began to increase their open-market assets again. 

The experience has been highly encouraging to those who 
hope for an enlightened management of credit with a view to 
the stabilisation of prices in the future. Credit conditions have 
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been found (as so often) extremely sensitive. The danger of 
inflation was averted without any reaction worth mentioning. 
One or two industries have shown slight signs of slackening, 
but there have been none of the symptoms of a trade depression, 
and no general unemployment. The action of the reserve banks 
has been of the gentlest. 

To all appearance this successful regulation of credit is still 
continuing. The only circumstance that threatens it is the 
gradual shrinkage of the earning assets as a whole. If gold 
imports arrive (as they recently have) at the rate of $300,000,000 
a year, the earning assets will eventually fall so low that the 
power of the reserve banks to control credit, even if they cut 
down their open-market assets to nothing, will be impaired. It 
is perhaps hardly necessary to add that this development, involv- 
ing a depreciation of the dollar and thus facilitating the return 
of sterling to par, would be welcomed by many authorities in 
this country. But that is no concern of the Federal Reserve 
Board's. 

The concluding section of the Report is devoted to a dis- 
cussion of the suggestion that credit ‘‘ should be regulated with 
immediate reference to the price level, particularly in such 
manner as to avoid fluctuations of general prices.” On this 
vital question the Report is very cautious. ‘‘ The inter-relation- 
ship of prices and credit is too complex to admit of any simple 
statement, still less of a formula of invariable application.” 
“The price situation and the credit situation, while sometimes 
closely related, are nevertheless not related to one another as 
simple cause and effect; they are rather both to be regarded as 
the outcome of common causes.” To some advocates of price 
stabilisation this may be a little damping. But it is a grave 
mistake to claim too much for the index-number. A mechanical 
adherence to it is supported neither by practical experience 
nor by theory. ‘Credit administration must be cognisant of 
what is under way or in process in the movement of business 
before it is registered in the price index.’ It looks as if the 
Federal Reserve Board, in contrast with so many critics of the 
policy of stabilisation on this side of the Atlantic, had seen 
further into the practical problem of credit control than some 
of the theoretical supporters of that policy themselves. 

On the other hand, the Report contains, it must be con- 
fessed, traces of some of those time-honoured fallacies from which 
practical bankers seem to be quite incapable of emancipating 


themselves. An example is the idea, so often taken as axiomatic, 
U2 
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that lending only becomes inflationary if it is for illegitimate 
purposes; ‘it is the non-productive use of credit that breeds 
unwarranted increase in the volume of credit.” It may be very 
desirable for bankers to give a preference to bills and advances 
for the production and distribution of goods, but that is in 
itself no safeguard at all against inflation. Nor, for the matter 
of that, do finance bills, or advances for speculation in shares, 
in commodities, or in foreign exchange, or even advances to 
meet budget deficits, necessarily produce inflation, so long as 
the amount of credit created for all purposes, good, bad and 
indifferent, is kept within due bounds. 

The writers of the Report also suffer under the delusion that 
the imports of gold into America are the result of the inter- 
national balance of payments. “It is to be expected and 
desired,’’ they say, ‘‘ that some portion of the gold which the 
tides of disorganised trade have brought us in the past ten years 
will eventually return to the countries whence it has come.” 
Apparently they have not yet learnt that they receive all this 
gold simply because they offer a higher price for it than any 
other country can afford to pay. 

R. G. HAWTREY 


Note ON THE REAL Ratio oF INTERNATIONAL INTERCHANGE 


In the Economic JouRNAL for December, Mr. Keynes restates 
his reasons for supposing that in the decade before the war the 
real ratio of international interchange was turning in favour of 
agricultural and against manufacturing countries, in such wise 
as to yield year by year a decreasing quantity of the products 
of the former to a given expenditure of effort in the latter. In 
Economica for February Sir William Beveridge gives his reasons 
for rejecting this view. In this controversy I do not intervene. 
My concern is with the second section of Mr. Keynes’s article, in 
which, having admitted that after the war the ratio of interchange 
swung violently in England’s favour, he proceeds—a raven not 
thus easily to be baulked of his croak—to draw disquieting in- 
ferences from this apparently encouraging fact. In brief, he 
suggests that “‘ we are asking too much for our exports, and will 
have to ask less if we are to sell enough to pay for our necessary 
imports’: in other words, that stable equilibrium in our trade 
can only be secured at the cost of a further reduction in real 
wages. I think this suggestion may correctly indicate the best 
policy which, in the circumstances, it is open to us to pursue; 
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but I think also that it is somewhat misleadingly phrased, and 
that its highly paradoxical nature deserves further comment. 

The phrase “ asking too much for our exports ” seems to me to 
cloud the issue by suggesting that the price in question is an 
artificial one, out of accordance with the conditions of current 
demand and supply. It is by no means clear to me that this is 
the case. Let us take a simplified instance of the time-honoured 
kind. Anglia is exchanging cotton-goods for Transmarine 
wheat. As a result of good harvests Transmarina’s demand 
schedule, in terms of wheat, for Anglian cotton-goods is raised 
throughout—the ratio of interchange alters in Anglia’s favour. 
But Anglia’s demand for wheat has, let us suppose, an elasticity 
less than one, with the result that Anglia, importing at least as 
much wheat as before, exports fewer cotton-goods. She is 
potentially richer than before, for she finds herself with a surplus 
of productive power, no longer required for obtaining imports 
but theoretically divertible into other uses. But in so far as that 
surplus is stereotyped in the form of cotton-stocks, cotton-mills 
and cotton operatives, those stocks will accumulate, those mills 
be idle, and those operatives unemployed: there will occur all 
the recognised symptoms of “trade depression.” There are 
now two alternative policies for Anglia. She may attempt to 
convert her resources to other uses: or she may, in order to 
prevent distress among particular groups of capitalists and 
workpeople, deliberately degrade her standard of life below that 
to which the conditions of reciprocal international demand 
entitle her. Which policy she will be wise to adopt depends (like 
the wisdom of accepting an indemnity +) partly on the difficulty 
and expense of the process of conversion, and partly on how far 
the original alteration in the ratio of interchange may be expected 
to be permanent. But the second policy, if adopted, is at best 
a pis aller, and it is the new alteration thus effected in the ratio 
of interchange, not the original alteration, which is contrived and 
artificial. 

This instance seems to represent fairly the essential features 
of the post-war slump in British trade. Agricultural production 
had continued relatively undisturbed: industrial production 
had been gravely dislocated, and its fruits were in keen demand for 
reconstruction and restocking purposes. The defection of the 
German and Russian markets compelled overseas agriculturists 
to force their wares on the rest of the world. Whether or no 
normally inelastic, our demand for raw produce became so in 


1 Cf. J. M. Keynes, A Revision of the Treaty, pp. 152 ff. 
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face of the great reductions in real price flung at our heads. So 
the Argentine, Indian and other oversea exchanges crashed: 
the grower of raw produce found himself deprived of his power 
to purchase our goods, and “ depression” overtook our export 
trades. The improvement in the ratio of interchange, which 
should have been for our wealth, became unto us an occasion of 
falling.2 The process is seen at work in the quarterly figures 
(extracted and calculated from the Board of Trade Journal) 
exhibited in Table I. Perhaps in 1921 it really went too far, 


TABLE I 
(Corresponding period of 1913 = 100) 











Volume of 
Average exports . 
Average | Average | value of Volume | required to o 
value of value of imports of purchase of 
imports. | exports. | in terms | imports. actual exports 
of exports. volume a 
of imports. 
1919 240 277 87 88-4 76-6 54-9 
1920-1 284 326 87 95-2 82-9 71-3 
2 285 358 80 96-6 76-9 73-5 
3 289 376 77 90-6 69-6 73-6 
+ 283 373 76 73-1 55:5 65-4 
1921-1 220 334 66 71:3 47-0 53-5 
192 283 68 75:5 51-2 38-4 
3 182 241 76 78-6 59-4 46-4 
4 170 226 75 72-3 54-4 60-7 
1922-1 149 218 68 79-7 54:5 67-1 
2 152 196 78 91-5 71-0 65-0 
3 155 196 79 86-9 68-7 69-9 
4 153 189 81 85-5 69-2 73-3 
1923-1 146 196 74 95-3 71-0 74-4 
21 148 188 79 94-8 74:6 77:6 
3! 151 192 79 88-8 69-8 68-7 
41 152 184 83 92-8 76-7 77-5 
1924-11 150 193 78 99-3 77:1 74:6 




















1 Approximate correction made for exclusion of Irish Free State. 


owing to the continued export of manufactured goods made out 
of materials bought at the higher price-level, and priced accord- 
ingly, and to the artificial paralysis of export by the coal-dispute. 
But it looks as though in 1922-24 something like a true equilibrium 
has been attained: though, of course, it is still open to any one 
to argue that this equilibrium is not likely to be permanent. 

2 Normally, as Mr. Keynes remarks, an improvement in the real ratio of 
interchange is associated with an industrial boom in this country (for further 
instances see my Study of Industrial Fluctuation, pp. 168-9). His inference 
that boom conditions are secured ‘at the expense of” agricultural countries 


is, I think, unfortunately phrased. If the lowered price of raw produce is 
due to the bounty of nature, everybody concerned may gain. 
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To this interpretation of recent history one obvious objection 
may be made. The argument of our simplified example requires 
that the volume of Anglia’s imports shall not be diminished by 
the improvement in the ratio of interchange. Evenif her demand 
for wheat is completely inelastic, she will not import less than she 
did before. But the volume of British imports is seen to have 
been less by one-ninth in-1919 and 1920 than in 1913, and by 
one-quarter in 1921 than in 1919 and 1920. Here indeed is an 
odd result of cheapening—that we should actually buy less of the 
cheapened thing! Must we conclude then after all that the post- 
war ratio of interchange is not a genuine register of a change in 
the conditions of reciprocal demand, but is in some manner 
spurious and uneconomic? I think not, for a reason which can 
best be made plain by another example. Let Anglia now import 
from Transmarina not only wheat but the raw cotton which she 
transforms into cotton-goods for export: thus the wheat is in 
effect payment for her manufacturing effort. Let there occur an 
alteration in her favour of the ratio of interchange. Her demand 
for wheat being inelastic, she will find it worth while to expend 
less cotton-manufacturing effort than before, and will therefore ex- 
port fewer cotton-goods, and will therefore, in spite of its lowered 
real price, import less raw cotton. In the following numerical 
illustration, it is assumed that as a result of war the price of 
Anglia’s imports, in terms of her own labour and of her own 
currency, is reduced by 20 per cent., and that her demand for 
wheat is completely inelastic. The item “ wheat” may be taken 
to include cotton worked up by Anglia for her own use. 


Imports (£ millions Anglian). Exports (£ millions Anglian). 
(1) Pre-war Trade. 
Raw cotton. . . . 25 Cotton in goods + 26 
Wheat . . . « « 20 Manufacturing effort . 20 
45 45 
(2) Post-war Trade. 
Raw cotton. . . . 16 Cotton in goods eer 
Wheat . « « « « 36 Manufacturing effort . 16 
32 32 





(3) Post-war Trade at Pre-war Values. 





Raw cotton. . . . 20 Cotton in goods « «ae 
Wheat . . « « «. 20 Manufacturing effort . 16 
40 36 


The post-war position is seen to be one of real equilibrium, and 
essentially more favourable to Anglia than the pre-war position, 
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~_ 


in spite of the diminished volume not only of exports but of 
imports. 

This example suggests that our diagnosis of the essential 
nature of the post-war slump in British trade is not necessarily 
invalidated by the decline exhibited in Table I in the total 
volume of imports. It suggests too that we need not be unduly 
scared by Mr. Keynes’s demonstration (Economic JoURNAL 1923, 
p. 482) that the aggregate of our manufactured exports would 
command (he says rather confusingly “ are now buying ”’) 12 per 
cent. less food-stuffs than the aggregate of our manufactured 
exports befcre the war. It would be alarming indeed if we were 
in fact buying less food; but we are actually buying more.! (In 
the above example, Anglia’s post-war total of manufactured 
exports would only command § as much wheat as her pre-war 
total of manufactured exports: yet she is buying just as much 
wheat as before—it is her raw material imports which she has 
found it advisable to restrict.) Table II exhibits in more detail, 











TaB.e II 
(Corresponding period of 1913 = 100) 
Retained Food Retained Raw Manufactured 
Imports. Material Imports. Exports. 
Average Volume. | Average | volume. | Average | Volume. 
value. value. value. 
1920-1 275 106 346 89 314 72 
2 288 90 329 111 350 80 
3 308 84 283 112 375 81 
4 336 69 247 78 375 72 
1921-1 246 92 181 62 344 55 
2 216 99 150 66 298 40 
3 183 88 186 64 251 46 
4 181 84 174 58 234 62 























from this point of view, the course of events in the critical years 
1920-21. 

The general conclusion is that if a country’s resources in capital 
and labour were completely mobile between different occupations, 
an improvement in the ratio of interchange would be an unmixed 
blessing, even though it led to a reduction in the volume both of 
exports and imports. If we could costlessly erect a vast sausage- 
machine which would grind shipyards into cottages and cotton- 

1 One per cent. more, if we take a similar average of triennial averages to that 


from which Mr. Keynes derives his 12 per cent. figure: 14 per cent. more, if 
we compare 1923 directly with 1913, itself a year of maximum. 
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spinners into plasterers, we should be wise to do so. I am not 
sure that even as it is we ought not, so far as labour is concerned, 
to take a leaf out of Germany’s book, and make a far more decisive 
move in that direction than we have yet done. But if the 
difficulties are too formidable, or if we take the view that the 
present situation is too transitory to make the attempt worth 
while, we may have in practice to fall back on the expedient 
advocated by Mr. Keynes—a contrived fall in the ratio of inter- 
change, just as it may be right in certain circumstances to break 
windows in order to save glaziers from starvation. There is 
indeed a third alternative, to which we have already had some 
recourse—an artificial stimulation of the export of goods on credit, 
that is, of foreign investment. I do not gather that Mr. Keynes 
sets much store by this; but it seems more sensible to get 
something for our goods, even if only bits of South American 
paper, than in effect to give some of them away, by selling them 
cheaper than we need. 

To sum up, we are buying adequate food for our growing popu- 
lation, paying £30 millions a year interest to the United States, 
and sending abroad £100 millions worth a year of new savings 
sorely needed at home; and still we have a surplus of export- 
producing power. I do not know whether Mr. Baldwin had these 
considerations in mind when, to the bewilderment of friend and 
foe, he advocated a restriction of exports; but I think he might 


have had. 
D. H. RoBERTSON 


Note on the above 


Mr. Robertson’s analysis makes the whole matter much 
clearer. But I should like to add that my pessimistic doubts 
always proceeded from the prior doubt whether the recent 
relation of export prices to import prices could be expected to 
last. If we can look forward permanently to buying as much 
food and raw materials as we require at a price 22 per cent. 
cheaper in terms of exports than before the war, plainly this is 
nothing to grumble at. But I do not understand what permanent 
change in our favour can have produced this fortunate result. 
Two temporary causes, on the other hand, are obvious: (1) the 
Armistice found the whole world starved of its normal supplies 
of manufactured goods—a shortage most of which is already 
worked off; and (2) our principal pre-war rival, Germany, has 

1 See his exposure of the disadvantage of Protection from this point of view, 
The Nation, Nov. 24, 1923. 











292 THE ECONOMIC JOURNAL [JUNE 


been more or less hors de combat. I should suppose that most of 
our staple exports could be produced in future by Germany 
cheaper than 22 per cent. above British pre-war real costs; 
at any rate it is now proposed that we should compel her, under 
heavy penalties, to do her utmost to undercut us. 

I sympathise, however, with Mr. Robertson’s concluding 
suggestion—which seems to have much in its favour, whether 
on his hypothesis or on mine—that the solution does not lie in 
pushing the volume of our export trade by lowering our prices, 
but rather in diverting capital and labour out of the export 
industries where they are now redundant. In so far as we can 
do this, I believe that we should do well to curtail still further 
the volume of our exports (and, proportionately, the volume of 
our new foreign investments), directing the labour and resources 
into capital construction at home. In any case this may be 
forced on us, as soon as German competition is in full blast. 

J. M. Keynes 





RECENT OFFICIAL PUBLICATIONS 


Report on the Administration of the Trade Board Acts from 
lst January, 1922 to 31st March, 1923. (Ministry of Labour.) 
1923. Price 6d. 


Tue Acts were not applied to any fresh trade during the period 
and no fresh Trade Board was formed. The number of Trades 
under the Acts is 37, the number of Trade Boards 44. There 
was a continuous reduction in Trade Board rates. Eight Boards 
adopted “sliding scales ” based on the “‘ Cost of Living ”’ figure 
published in the Labour Gazette. 





Report on an Investigation into the Personal Circumstances and 
Industrial History of 10,000 Claimants to Unemployment 
Benefit, November 5th—10th, 1923. (Ministry of Labour.) 
1924. Price 3s. 


INFERENCES may be safely drawn from this sample, though 
it is but a hundredth part of the whole class; since great care 
was taken in the formation of the sample in random fashion, and 
since it has been verified by its correspondence with a less detailed 
enquiry covering a third part of the total. Of the males observed 
66-5 per cent. and of the females (usually much younger than the 
males) 73:5 per cent. were persons who in normal times would 
usually be in steady employment. Only 3-6 per cent. of the 
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males and 2 per cent. of the females were placed in the class 
described as ‘“‘ verging on the unemployable.” Half the male 
claimants and four-fifths of the females were under 35 years of 
age. Two-fifths of the men and two-thirds of the women were 
single. Many other inferences interesting both to economists 
and to officials are drawn from the sample. 





Report on the Present Position in the Building Industry. [Cmd. 
2104.] 1924. Price 9d. 


THE report was prepared by a Committee representative of 
Employers and operatives formed at the request of the Ministers 
of Health and Labour. The Committee insist on the necessity 
of a definite and continuous programme extending over fifteen 
years; during which period 2,500,000 houses are to be erected. 
Suggestions are made for the augmentation of labour in the 
building industry, and in the industries which supply the materials. 
There is appended a report on the available supplies of materials, 
prepared by a Committee of Building Manufacturers and Suppliers. 





Report from the Select Committee on Betting Duty. 1924. Price 6d. 


THE present state of the law is shown to be anomalous. The 
rich man can bet on credit through an office with impunity; but 
the poor man who has to bet in a public place is liable to 
punishment as a criminal. The public, however, do not assist 
the police in carrying out the law. Many of the methods of 
betting which are described in the report are devised to evade the 
law. The Committee agree with the Chairman’s draft report in 
holding that the imposition of a duty on betting is practicable; 
but, deterred by the impending dissolution of Parliament, they 
do not consider the scheme which he proposes. 





Income Tax in the British Dominions Supplement No. 1. 1924. 
Price ls. 

Tuis supplement to the recent report on “ Income Taxes in 
the British Dominions ” consists of two parts, a series of pages in 
continuance of that Report, and a set of additions and corrections 
to be incorporated in the text. 





The prices named above are all “ net,’ postage being extra. 
Copies of the documents may be obtained from Imperial House, 
Kingsway, London. 
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CURRENT TOPICS 


Tue Annual Meeting of the Society was held on April 14 
under the chairmanship of Lord Milner, when the accounts of 
the previous year were received and the Council and officers 
appointed for the present year. During 1923 the net addition 
to the membership of the Society was 200, and the surplus of 
income over expenditure was £721 (details of the accounts of 
the year have been circulated to Fellows). Professor Edgeworth 
was elected a Vice-President of the Society. 





Tue Secretary announced the forthcoming publication by 
the Society of Professor Edgeworth’s Collected Works, so far 
as they relate to Economics, in three volumes (super royal octavo), 
and also of an abridged translation of Professor Knapp’s State 
Theory of Money, which has been prepared under the supervision 
of Dr. Bonar. Particulars of these publications will be forwarded 
shortly to Fellows of the Society, to whom they will be offered 
on special terms. The Council much hope that Fellows will see 
their way to support this experiment, so that these publications 
may become the first of a series. 





Tue death of Edmund Byron Walker removes a notable figure 
from Canadian life. A banker all his days and in his later years 
controller of one of Canada’s greatest banks, the Canadian Bank 
of Commerce, he made his influence felt beyond banking and 
finance, in the Universities, in history, in the Fine Arts, in music. 
He knew his own country from end to end, and his experience 
of currency changes in the States during the Civil War served 
Canada in good stead on Confederation in 1867. He was capable 
of broad general views ; and as a financial oracle he was to 
Canada what Giffen, Goschen, and after them Holden, McKenna, 
and Schuster have been to ourselves. He was born in Ontario 
in 1848 and died at Toronto on March 27 of this year. 





Tue issues of the Economic JournAut for September 1914, 
December 1915, March 1917, March and June 1918, March, 
June and September 1919 and March 1920 are now out of print. 
As a few additional copies are required for the purpose of com- 
pleting sets, the Secretary of the Royal Economic Society would 
be much obliged if any Fellows who can spare their copies of 
these issues would return them to the Assistant Secretary, Mr. 
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S. J. Buttress, 6 Humberstone Road, Cambridge. A payment of 
5s. will be made for each copy so returned. 

The Society has for disposal a set of the Economic JouRNAL 
(1891-1923) complete but for Part I of Vol. I, which is out of 
print. It is bound in the Society’s cover. Particulars on 
application to the Assistant Secretary as above. 





THE following have been elected to membership of the Royal 
Economic Society : 


Abraham, J. S. Davis, F. R. E. Jenkins, G. H. 
Agarwalla, Prof. de Sahmen, C. Johnson, G. L. 
M. L. Dibblee, G. B. Jolly, B. M. 
Alexander, Capt. B. Dickens,G.W.W. Jolly, J. H. 
Allan, D. H. Dickson, J. Jones, E. F. 
Allen, S. Douglas, C. M. Judson, H. 
Armstrong, Miss F. A. Dowling, S. W. Krishna, L. M. 
Aspinall, I. G. Downie, E. J. Leake, P. D. 
Austen, H. H. Dyson, A. E. Leggat, James 
Back, W. J. Firth, Raymond W. Lennox, J. W. 
Baker, W. M. Fisher, F. V. Lewin, W. H. 
Banister, R. F. H. FitzGerald, M. O. Lock, D. R. 
Barna, K. L. Foster, Prof. M. B. McCallum, E. D. 
Barrett, C. C. C. Frampton, R. Mackay, A. L. G. 
Beevers, C. E. Gersaglia, R. McKenzie, J. McP. 
Berditchevsky, A. Gibson, W., junr. Markwick, T. H. 
Blacktin, S. C. Godfrey, E. M. Marshall, T. H. 
Brown, H. A. Gray, J. L. Martin, J. W. 
Bull, A. J. Griffiths, R. H. Max, William D. 
Bullough, H. A. Hallas, E. I. Mayor, F. W. J. 
Busteed, Prof. J. Hammond, J. lL. Mayrisch, Mdlle. A. 
Button, H., C.B.E. LeB. Meeson, H. 
Buxton, 8. W. Harding, F.D.M. Merz, N. 
Charnley, R. Harris, W. L. G. Mitchell, F. J. 
Chipchase, C. Harvey, G. E. Morris, W. H. 
Coles, A. H. Higgison, F. W. Nash, F. J. 
Collins, O. Hildebrand, Prof. Norman, A. R. 
Comins, C., J.P. Charles, LL.D. Oldroyd, W. 
Cooper, H. S. Holt, L. W. Ormsby, G. V. 
Clark, W. B. Hyams, Maurice Osborn, C. 8S. 
Critchley, H. 8. Hytten, T. Page, J. L. 
Currie, Miss J. N. R. Ibbotson, G. F. Palmer, E. H. 


Darling, J. F.,C.B.E. Isaacson, P. de St. Park, J. 
Davidson, J. H. W. Iyengar, Prof. 8. K. Pedley, M. R. 
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Pender, A. B. Shepherd, N. Wadhwani, Prof, 

Phillips, F. Singh, Dalip. W. V. 

Pitt, F. A. Skillicorn, Miss A. H. Waller, A. G. 

Plant, Prof. Arnold Stirling, J. M. Walter, F. P. 

Raymond, C. J. Stoneley, M. White, J. F. 

Robinson, E. A.G. Summers, S. Witt, H. T. 

Robson, N. H. Tamhankar, Prof. Williams,Arnold,M.P. 

Robinson, W., junr. v.45. Williams, A. 

Ryan, W. Teesdale, E. Williamson, W. W. 

Sabnis, Prof. Raja- Tozer, E. N. Wilson, G. D., O.B.E, 
ram P. Tugendhat, Dr.G. Wood, F. 

Salvesen, Harold K. Van Nierop, H. A. Wood, G. L. 

Sen, B. R. Vernon, Lord Wood, J. 





The following have been elected to library membership :— 
Geneva University Library ; Statsokonomisk Forening, Kristiania; 
Statsokonomisk Leseverelse, Kristiania; Research Department, 
Union of Post Office Workers; Biblioteca de la Facultad de 
Ciencias Economicas, Buenos Ayres. 


The following have compounded for life membership :— 


Firth, Raymond W. Rhodes, Miss D. E. 
Hildebrand, Prof. Charles, LL.D. Sabnis, Prof. Rajaram P. 
Hyams, Maurice Salvesen, Harold K. 
Leggat, James Springer, L. 

Max, William D. Stuart, T. 

Mohan, Prof. S. Vernon, Lord 

Plant, Prof. Arnold Williams, Arnold, M.P. 





WE are asked to insert the following : 

The International Association for Labour Legislation has 
convened an International Congress on Social Problems which 
will be held at Prague from October 2-5, 1924. <A similar 
Congress which was held in Zurich in 1897 proved a real turning- 
point for continental labour legislation. The organisers of the 
Prague Congress wish now, therefore, to offer an opportunity 
to all friends of social reform to formulate an international 
programme intended to realise the promises of the Peace Treaty 
to the working classes with regard to hours of employment, 
to increase the feeling of collective responsibility for production 
among the organised workers, and to formulate an international 
policy against unemployment. The Congress will be held in 
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the building of the Czecho-slovakian Parliament; at the opening 
sitting a review of social legislation since 1897 will be given by 
speakers of different nationalities. The first item on the agenda 
is the eight-hours day; the second the worker’s responsibility 
and his share in the technical, economical and social administra- 
tion of industry; the third the tasks of society with regard to 
the prevention of industrial crises, and especially of unemploy- 
ment. 

The executive committee for the Prague Congress, to which 
representatives of the International Association against Unem- 
ployment have been added, are actively preparing for the Prague 
meeting and for the submission to it of international and national 
reports. The fee for admission is six shillings for individuals, 
sixteen shillings for associations. Railways in Czecho-slovakia 
will charge delegates half of the usual fares; visas for passports 
will be free of charge to those who present an official card of 
identity. 

It will be remembered that the International Association 
for Labour Legislation is a non-partisan body supported in the 
various countries by members of all political parties. Its General 
Secretary, Prof. Stephen Bauer, F.E.S., is a well-known expert 
on the subject of Labour Legislation. The International Con- 
gress is intended to be equally catholic in aim and constitution. 
All the speakers who will deliver addresses are authorities on the 
subjects with which they will deal. These speakers include 
Mr. Seebohm Rowntree—England; ex-Chancellor Renner— 
Austria; Professor Mahaim—Belgium ; Justin Godart and Albert 
Thomas—France; Cabrini and Angelo Mauri—lItaly; Mrs. 
Kjelsberg and Mr. Jarye—Norway and Sweden; Dr. Andrews 
and Mr. Dennison—U.S.A. 

Economists and friends of social reform in Great Britain 
intending to visit the Congress are requested to intimate their 
intention to the Hon. Secretary of the British Committee : Lady 
Ipa 8. A. Hat, 21 Hanover House, Regent’s Park, London. 





AN Indian correspondent writes : 

Bombay was the place of meeting in January (22nd to 25th), 
of the Seventh Indian Economic Conference. This is an Annual 
Meeting of Economists and those interested in economic prob- 
lems from all parts of India, including many of the Native States. 
The members of the Association now total 128, and include 
representatives from all the University centres throughout India. 
The attendance was larger this year than it was last. 
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A number of Indian ladies were in constant attendance and 
took a deep interest in the proceedings; amongst them was Miss 
Mitham Tata of the famous Tata family of Bombay, an M.A. 
of the Bombay University, who has also taken the M.Sc. degree 
in the London School of Economics, and is qualified as a Barrister- 
at-Law, being the first lady lawyer in Bombay, before whose 
Courts she has lately secured permission to appear. 

The Conference was most fortunate in securing Sir Leslie 
Wilson, the new Governor of Bombay, within a few days of 
assuming office, formally to open the proceedings. 

In the absence of Prof. V. G. Kale, who is working on the 
Report of the Tariff Board, Sir M. Visveshvaroya, the former 
popular and efficient Diwan of Mysore, was voted to the Presi- 
dent’s chair, and delivered a much appreciated address on the 
subject of ‘“‘ Ignorance and Poverty and some means of amelior- 
ation.”” His main thesis was expressed in this statement: 
“The inference must be plain to you all now that a change in 
the present economic structure, which is old and out of date, 
is overdue and that in future a permanent union between Great 
Britain and India should be promoted and maintained on the 
basis of mutual benefit and healthy common interests.” 

The papers that called forth the greatest amount of interest 
and discussion on the first day of the Conference were: British 
Imperial Economic Relations, by A. J. Saunders, American 
College, Madura, and The Tariff Board and Indian States, by 
Sirdar M. V. Kibe, Indore State. The first paper dealt with the 
thesis that the British Imperial Economic policy has not kept 
pace with our political policy. There must be worked out an 
economic relationship that will be able to conserve the interests 
of both the Empire and the individual nation. The second 
paper raised the issue of double taxation under which the people 
of the Native States are suffering. It also emphasised the need 
of reconsidering the whole question of both political and economic 
relationships between the Indian Government and the Native 
States. 

The morning session of the second day was devoted to the 
question of Indian Monetary Problems, and the following papers 
called forth a lively discussion: The Government of India and its 
Currency Policy, by Profs. P. A. Wadia and G. N. Joshi, Wilson 
College, Bombay; A Comparative Study of the Gold Exchange 
Standard during and after the War, by Prof. B. R. Chatterjee, 
Khalsa College, Amritsar; and The Gold Exchange Standard of 
India, by Mr. T. J. Kumaroswami. The debate turned on the 
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question—is gold really needed for currency, or would it not 
be better simply to reserve it for financing foreign trade ? 

In the afternoon “Co-operative Societies” was the subject 
for consideration. Able papers were presented by Mr. J. A. 
Madan, I.C.S. Registrar, Co-operative Societies, Bombay Presi- 
dency, on Non-Credit Agricultural Co-operation in India ; and 
by Prof. H. L. Kaji, Sydenham College of Commerce and 
Economics, Bombay, on Distributive Co-operative Societies in 
India. In the discussion which followed Dr. John Matthai of 
Madras contributed a fine speech from the view-point of the 
experiences of the Department in the Madras Presidency, and 
Prof. Miles called attention to excellent work at Lahore, especially 
in connection with redistribution of land holdings. 

Prof. C. J. Hamilton, of Patna University, opened the pro- 
ceedings on the third day with a well-thought-out study of The 
Population Problem in India. He sees a very close relationship 
between poverty and India’s vast and growing population. 
Indian opinion as expressed at the Conference in the discussion 
which followed is not inclined to that view. Prof. R. M. Joshi 
of the Sydenham College of Commerce, Bombay, followed with 
a paper on Agricultural versus Industrial Development in India. 
This paper occasioned a very interesting debate. A paper which 
was highly commended was Agricultural Improvements in India, 
by P. Basu, of Holkar College, Indore. 

The papers on the last day of the Conference were: LHxcise 
Policy in South India, by Dr. John Matthai of Madras; Indi- 
genous Banking in the Madras Presidency, by T. K. Duraiswami 
Aiyar also of Madras, and India’s Real Balance of Trade in 
1922-23, by G. Findlay Shirras, Director, Labour Office, Bombay. 
It is needless to say that these papers were well received, and 
resulted in a helpful discussion. Mr. Shirras’ study created 
great interest not only in the Conference, but also among many 
of the leading business men in Bombay. 

A number of very interesting and much appreciated social 
functions were organised in connection with the Conference by 
the Reception Committee. Visits of inspection were made to 
the Sir Currimbhoy Ebrahim Workmen’s Institute, and the 
Bombay Workingmen’s Institute, under the direction of the 
Social Service League. There was an At Home at the Sydenham 
College of Commerce and Economics. And a trip was made 
down the Harbour and a visit to the Cotton Green, Sewri, by 
steam launch from the Ballard Pier. 
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RECENT PERIODICALS AND NEW BOOKS 


Economica. 


FreBruary, 1924. Mr. Keynes’ Evidence for Over-population. Sir 
Witu1am Beveripce. “There is no positive evidence at all 
to support Mr. Keynes’ views . . . there is strong, if not con- 
clusive, evidence negating them; so far as can be seen, material 
progress in Europe continued to the eve of war at a hardly 
diminished rate.” “ Total Utility’’ and “ Consumer’s Surplus.” 
Marshall’s conception of “‘Consumer’s Surplus” is severely 
criticised. It does not apply to satisfactions afforded by com- 
pliance with fashion; nor to the use of substitutes, as of a 
neighbouring bridge which dispenses with the necessity of recourse 
to one at a distance—“ if the further bridge falls down the total 
utility of the nearer bridge and the consumer’s surplus of satis- 
faction which he derives from it must suddenly rise.” People 
have been confused by misleading ‘space representations.” 
The Entrepreneur Myth. M. H. Doss. Referring to Usher’s 
Industrial History of England and to the Cambridge “ Neo- 
Classicists,” the writer argues that “the entrepreneur of the 
pure theory . . . is merely an algebraic symbol.” There is no 
reason to suppose that the needs of a differentiated society for 
an integrating force could not be satisfied in other ways, were 
social conditions different. 


Journal of the Royal Statistical Society. 


JANUARY, 1924. The International Statistical Institute and its Fifteenth 
Session. Sir J. A. Barnes. Agricultural Production in Den- 
mark. HaraLtp Faser. The production of food is set forth 
under several heads, milk, eggs, wheat, etc.; the number of 
persons fed on 100 acres of cultivated land in Denmark is calcu- 
lated to be 54; and an estimate is made of the proportion of 
the production due to the importation of food for live-stock. 
Sir Henry Rew remarked that the main causes of Denmark’s 
success were an enlightened system of education and organisa- 
tion for export trade. Some Hxperiments on the Goodness of Fit. 
J. BROWNLEE, M.D., D.Sc. 


Edinburgh Review. 

APRIL, 1924. Food Resources of the World. Sin Henry Reip. “A 
small collection of disjointed facts and a large collection of 
more or less plausible fancies ” having been lucidly exhibited, it 
is concluded that ‘a calm survey of the facts and probabilities is 
reassuring to the present generation for such time as immediately 
concerns it. The exhaustion of the world’s resources is very far 
distant.” 


International Labour Review (Geneva). 


FEBRUARY, 1924. Family Allowances in French Industry. R. 
Picarp. <A description of the constitution and working of 
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the compensation funds from which family allowances are paid. 
The private system may lead to a national system of social insur- 
ance. Social Insurance in Sweden. Dr. E. Lizpstranp. An 
account of existing legislation and proposed schemes. 

Marcu. The International Conference of Labour Statisticians. The 
fifty experts of thirty different nationalities who met for the 
first time last October passed a series of resolutions on industrial 
accidents, statistics of wages, etc. Labour Organisaiions in 
Roumania. N. Guiutea. The Professor of Social Economics 
in Clug University traces the ups and downs of the Trade Union 
Movement and the spread of Socialist ideas. 


Journal of the Institute of Bankers. 


FreBRuARY, 1924. British Government Finance. Henry Hicas. In 
his fourth lecture Mr. Higgs as usual tempers severe truth and 
sharp criticism with apt anecdotes and humorous remarks. 


The Quarterly Journal of Economics (Cambridge, Mass.). 


FEBRUARY, 1924. The Agricultural Depression. G. F. WARREN. 
Agriculture is injured by declining prices more than are urban 
industries. The depression in America may last for a decade; 
by which time perhaps the pre-war level of prices will be reached. 
Financial and Monetary Policy of Great Britain during the 
Napoleonic Wars. N. J. Smseriine. A _ contribution to 
economic history, as to the great value of which see Clapham, 
Economic JouRNAL. Denominations of the Currency in Relation 
to the Gold Problem. O.C. LockHart. The withdrawal of the 
$10 and $20 reserve notes is advocated as securing a broader 
basis of gold currency, like that of England before the war. 
Family Allowances and Clearing Funds in France. Pauw H. 
Dovetas, A detailed description of various forms of subvention 
for the support of children. The allowances are mostly paid to 
the male head of the family. The motive of the employers is 
generally to obviate the increase of wages. Earlier Theories of 
Crises and Cycles in the United States. H. E. Mitumr. 


The American Economic Review (Cambridge, Mass.). 


Marcu, 1924. Income as Recurrent Consumable Receipts. C. C. 
PLteHN. Demand in Relation to the Business Cycle. A. H. 
Hansen. The Emancipation of Economics. L. K. FRanx. 
Inquiring “‘ where in the scale of scientific evolution economics 
at present stands,” the writer finds that ‘‘economics is in that 
speculative stage which precedes the development of a science, 
when men are engaged in explaining or accounting for events 
by verbal symbols.” “ In developing a science experiments are 
essential. . . . There are numerous experiments on group be- 
haviour now under way.” ‘ Business cycles also present un- 
rivalled sequence of price behaviour.” Economics is the study 
of price behaviour. A Recommendatory Minimum Wage Law. 
A. F. Lucas. The Massachusetts State, 1912, which does not 
enforce the established minimum rates by fines or imprisonment 
has yet effected an improvement in the condition of unskilled, 
unorganised female labour. British Preferential Export Taxes. 
Gorpon James. “ The facts, that for sixty years Great Britain 
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has followed a free-trade policy, that international trade has 
grown up founded on that policy, that the British Empire com- 
prises over a quarter of all the land area ot the world, and that 
all nations are to-day dependent on the products of the Empire, 
make this new policy [of preferential taxes] of enormous potential 
consequence to other nations. 

Supplement: Papers and Proceedings of the Thirty-sixth Annual 
Meeting of the American Economic Association. Among the 
subjects discussed were Huropean Commercial Policy, Railway 
Consolidation, Quantitative Methods in Psychological Economics, 
The Socialisation of Industries. 


Political Science Quarterly (New York). 


Marcon, 1924. The Agrarian Phase of the Mexican Revolution, 
1911-20. Hexen Purers. The revolution was an attempt to 
redress grievances of long standing. Adam Smith and Benjamin 
Franklin. Tuomas D. Extot. Franklin’s influence on Adam 
Smith was not so great as Patten and others have supposed. 
Wage Policies and National Productivity. S. A. Lrwisoun. 
Comparative Tax Burdens. E. R. A. Sevieman. An elaborate 
comparison of the burdens borne by the United Kingdom, France, 
Germany and the United States from the beginning of the century 
up to the War, during the War and in the post-bellum period. 


Journal of Political Economy (Chicago). 

Fesruary, 1924. Prime Costs in the Business Cycle. A. H. HANSEN. 
Central Co-operative Banking in Russia. E. M. Kayprn. Rate- 
making for Public Utility. C. O. Ruaetes. Socialisation in 
Germany. E. FRaNKEL. Not much progress has been made 
by Socialisation in that drastic sense which means elimination 
of unearned incomes and of profit and control of the productive 
process by the manual workers. Coal, potash and the electrical 
industries alone have admitted some measure of Socialisation. 
The Most Favoured Nation Clause in Treaties. J. Vines. The 
incidents of the once prevalent, American interpretation of the 
clause are examined in the light of historical instances. 

Aprit. German Railways and Public Finances. R. R. Kuczynsxt. 
The deficit might be reduced by certain measures, but it will be 4 
impossible for some years to obtain a surplus from the railways. 
The Single Tax Complex. H. Gunnison Brown. Arguments 
for greater land-value taxation are misapprehended or ignored by d 
some contemporary economists. Discrimination in Public Utility 
Rates. C. O. Ruaerzs. Discrimination which cannot be 
justified on economic or social grounds, of which there is much in 
existence, should be eliminated. Germany’s Regulation of the 
Labour Market. E. Franken. Post-war Local Burdens. L. R. 
GortLicB. The British Coal Agreement. J. A. Bowts. The coal 
treaty of 1921 substitutes measurement, publicity and facts for 
mere asseverations; and partly obliterates the cleavage between 
profit-takers and wage-earners. 


Annals of the American Academy (Philadelphia). 


JANUARY, 1924. Coal is the subject of this number. The earnings I 
of coal-miners in the United States, their living conditions, the ff 
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fatal accidents, some 3 per thousand in 1920-21 against -9 for 
the United Kingdom, these and other aspects of the industry 
are discussed by several experts. Writing on the fuel resources 
of the world, Mr. Holbrook of the School of Mines, Pennsylvania, 
estimates that some seven and a half million million tons of coal 
“stand between the world and coal exhaustion.” 

Marcu. Raw Materials and Foodstuffs in the Commercial Policies of 
Nations. Witi1aM CUTHBERTSON, who presided over the Con- 
ference which discussed this subject last Autumn, contributes 
chapters on Import and on Export duties, on Concessions to 
Foreign Capitalists for exploitation of raw material, on Population 
and Race Rivalry and other burning topics. A Supplement 
presents the views of more than twenty experts. 


L’ Egypte Contemporaine. 


NovEMBER, 1923. De Vextension en France du regime du risque 
professionel aux accidents agricoles. G. BLANCHARD. A Working 
Scheme on which the Co-operative Movement in Egypt could be 
Reorganised. Dr. Ipranim Raswap. A Brief Review of the 
Cotton Conditions in Egypt during the Past Five Years. G. C. 
DvupDGEON. 

DEcEMBER. Le mouvement co-opératif au Japon. Dr. I. G. Levt. 

JANUARY, 1924. Notes on the National Income of Egypt. James I. 
Craic. An able contribution to the controversy between Dr. Lévi 
and Mr. Baxter mentioned in Vol. XXXIII, p. 438 of the 
Economic JouRNAL. Mr. Craig arrives at an estimate of L.E. 270, 
compared with the 306 of Mr. Lévi and the 150 of Mr. Baxter. 


Journal des Economistes (Paris). 


Fresruary, 1924. La pression du change. Yves-Guyor. La crise 
politique en Grande-Bretagne. W. M. J. WILtiAMs. 

Marcu. Le Carburant National. Yves-Guyor. The law of February 
23 requiring importers of petrol to purchase a quantity of 
“alcool d’industrie”” amounting to 10 per cent. of the petrol 
they import is severely criticised. A la recherche du “ Juste 
prix.” Cu. TurGron. A vigorous condemnation of communistic 
doctrines. 

Apri. A la recherche du “ Juste prix” (fin.). Cu. TURGEON. 


Revue d’Economie Politique (Paris). 


JANUARY—-FEBRUARY, 1924. La réforme Agraire en Yougo-Slavie. 
M. Nepetkovitcu. To abolish feudal oppression and to provide 
land for an agricultural proletariat, two requisites in several 
provinces of the New State, have been accomplished by a reform 
which has freed hundreds of thousands of agricultural families 
from serfdom and settled them in “ expropriated ”’ lands. La 
dépréciation monétaire et les valeurs mobilicres Francaises. J. 
LaGRENEE. Les causes des variations du taux de Vintérét. Baron 
Mourre. L’homme est il un capital? Cu. Turazon. Le blé 
francais est il trop cher? M. Larish. 


Jahrbiicher fiir Nationalékonomie und Statistik (Jena). 


Fresruary, 1924. Die geschichtlichen Entwicklungsbedingungen der 
schweizerischen Volkswirtschaft. H. BAcutotp. Theodor Ludwic 
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Tau. K. Zietenziaer. A biographical study forming a con- 
tribution to German economic history. Lau, who flourished 
in the early years of the eighteenth century, appears to have been 
the first to use the word “ Nationalékonomie.” 

Among the Miscellanies are some interesting statistics respecting 
the movement of population in Stockholm during the last two 
centuries, and the present population of the world. 


Archiv fiir Sozialwissenschaft und Sozial-politik (Tibingen). 


Vol. LI., No. 2. Zur Theorie des Geldmarktes. A. Hatn. The 
“* Begriff” and ‘‘ Wesen” of the money market and of the 
capital market explain recent monetary history. Cassels System 
der Theoretischen Nationalékonomie. A. Ammon. Die Presse. 
J. Goupstetn. Die geschichtsphilosophischen Anschauungen 
Bismarcks. V. GITERMANN. 

Vol. LI., No. 3. Zur Frage einer Theorie der Nichtkapitalistichen 
Wirtschaftsysteme. A. TscHayanorr. Now that Asia and Africa 
are becoming parts of the civilised world we are compelled to 
consider the possibility of a non-capitalistic regime co-existing 
with other economic systems. Zur Soziologie der parliament- 
arischen Representation in England. K. LoEWwrEnsteIn. Kredit- 
inflation und Geldtheorie. W. Mitpscuuy. Katholizismus und 
Sozialismus. K. VORLANDER. 


Weltwirtschaftliches Archiv (Jena). 


JANUARY, 1924. Das Geldwesen Niederlandisch-Indiens. Prof. G. M. 
VERRIIN Stuart. Der moderne Wirtschaftsmensch. Dr. W. 
MitscHERLICH. Frdteilstaaten als Weltmdchte. Dr. W. VoGEL. 
An ‘“erdteilstaat ’’ is one which, like the United States of 
America, extends over, but not beyond, a large portion of the 
earth’s surface, and is politically homogeneous. 


Zeitschrift fiir Volkswirtschaft und Sozialpolitik (Vienna). 


Vol. III., Nos. 10-12. Sechs Sdtze iiber das Wesen der Ganzheit. 
OTHMaR Spann. A metaphysical exposition of six propositions 
respecting the concept of the Universe the nature of the All; e.g. (1). 
the All as such as no existence; (2) the Whole is all in all, all is 
in it and it is in all. The concept of the All enables us to apply 
the methods of physics to the moral sciences. Nutzen und Wurt- 
schaftsrechnung. L. ScHONFIELD. The measurement of utility 
and other aspects of its relation to economics are elaborately 
discussed. 


Giornale degli Economisti (Rome). 


JANUARY-FEBRUARY, 1924. Vilfredo Pareto. A splendid tribute to 
the memory of departed genius is formed by a collection of éloges, 
each contributed by a leading Italian economist. Amoroso, 
Barone, Benini, Fanno, Gobbi, Mortara, Michels, Pantaleoni, 
Prato, Ricci, Vinci, these and other distinguished names are con- 
spicuous in the long list of contributors. Of particular interest to 
the English reader are Prof. Ricci’s observations on Pareto’s 
dictum, that only “the necessity of considering systems of equations 
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determining equilibrium in the general case justifies the use of 
mathematics in political economy.” The general theory of equili- 
brium is truer, observes Ricci, but the treatment of one economic 
quantity as dependent chiefly on another, the practice of Marshall, 
admits better of application. 


La Riforma Sociale (Turin). 


JANUARY-FEBRUARY, 1924. Per valorizzare la statistica locale. F. A. 
Repaci. Referring to the subject of the following article. I 
numeri indict del costo della vita in Italia. A. Mowinart. A 
criticism of index-numbers for the cost of living and suggestions 
for their improvement. Sul funzionamento dell’ imposta di 
richezza mobile. G. Rossi. Il Carteggio di un economista. G. 
Sotrerr. Referring to a new edition of the correspondence of 
A. Verri, who was the travelling companion of Beccaria in the 
’sixties of the eighteenth century. 

Marcu—ApriL, 1924. Ostacoli all’ introduzione del Capitale estero in 
Italia. J. Aaurt. The Italian fiscal system discourages the 
entry of foreign capital. 


Metron (Ferrara). 


Vol. III., Nos. 3, 4. Les indices économiques. L. Marcu. Index- 
numbers in general, and with special reference to prices and to 
economic progress, are philosophically discussed. La fecondita 
delle aristocrazie. F. Savorenan. A study on the fecundity of 
a certain aristocratic class in Germany. La Comunita Israelitica 
di Trieste. Dr. I. ZotutER. A study on the demography of the 
Jewish population in Trieste. 


Revista Nacional de Economia (Madrid). 


No. 51-2. Las analogias entre la crisis mundial en los siglos III. y XX. 
G. Ferrero. An alarming parallel between the world as it is 
now and the declining Roman Empire. The collapse of the 
Senate’s authority had consequences comparable with the break- 
up of beliefs and institutions in modern Europe. Possibly the 
débdcle of civilisation may be more tremendous in the twentieth 
than it was in the third century. 


Bulletin of the Tokio Chamber of Commerce. 


Marcu, 1924. The consequences of the Earthquake occupy most of 
this, as of the preceding number. The resulting deaths are now 
estimated at 100,000. Much unemployment is caused by the 
collapse of many industries. The President of the Chamber 
laments the destruction of temples, shrines and schools. 


Social Sciences Quarterly (Peking). 


JANUARY—Marcu, 1924. The titles of some articles in this number 
are tantalising: The Method and Ideals of the Fabian Society ; 
The Present State of Marriage in China; Inheritance . . . with 
Suggestions for the Reform of the existing Régime in China; 
Economic Science in a Socialist Commonwealth. 
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NEW BOOKS. 


English. 
Amery (Ricut Hon. L. S., M.P.). National and Imperial 
Economics. London: National Unionist Association. Pp. 75. 3d. 


Betwoc (Hinarre). Economics for Helen. London: Arrowsmith. 
Pp. 246. 


BEVERIDGE (SiR WILLIAM). Insurance for All and Everything. 
(‘New Way ” Series). London: Daily News. 6d. 


CoyaJEE (J. C.). The Indian Fiscal Problem. A course of seven 
lectures delivered at Patna University in August, 1923. Patna: 
University. 1924. Pp. 178. 

[Reviewing the arguments of leading economists on Protection the writer, 
who is a Professor in Presidency College, Calcutta, advocates a policy of Imperial 
Reciprocity. ] 

Eucken (WALTER). Kritische Betrachtungen zum deutschen 
Geldproblem. Jena: Fischer. 1923. Pp. 83. 


Evans (Iror L.). The Agrarian Revolution in Roumania. 
Cambridge: University Press. 1924. Pp. 197. 

[Tracing the recent legislation to the oppression of the peasants in times past, 
the writer views with complacency the expropriation of the boyars, from whom 
the little that was left by law has been taken through depreciation of currency. 
A decline in culture and economic efficiency is not apprehended. ] 

Fiorence (P. Sarcent). Economics of Fatigue and Unrest. 
London: Allen and Unwin. 16s. 


Hearnsuaw (F. J. C.). Democracy and Labour. Macmillan. 
1924. Pp. 274. 

[The author of Democracy at the Crossways here offers for popular use an 
entirely new and much shorter work embodying the main conclusions of the 
earlier work, together with additional material. } 

Huaues (THomas J.). State Socialism after the War. London: 
Bale. 1924. Pp. 363. 

Kemp (Witi1AM). Precious Metals as Money. Paisley : Gardner. 
1923. Pp. 336. 

Key (HELMER). European Bankruptcy and Emigration. London: 
Methuen. 1924. Pp. 169. 

[International Co-operation, especially between Great Britain and the United 
States, is advocated. ] 

Latir (S. A.). Economic Aspect of the Indian Rice Export Trade. 
Calcutta: Gupta. 1923. Pp. 83. 

{In ordinary times restrictions on export are unnecessary, but in lean years 
some restriction is necessary; by an export duty or, better, by Government 
Control, as in 1918—19.] 

Layton (W.T.). The Budget of 1933. London: Daily News, Ltd. 
1923. 12mo. Pp.3l. 6d. 

[The able editor of The Economist takes a dip into the future and forecasts the 
national balance sheet in 1933 upon certain assumptions. He expects that 
prices in 1933 will be doubled as compared with pre-war prices, that there will be no 
disturbance of international peace, but that disarmament by mutual agreement 
will make further progress, and that there will be no organic change in our fiscal 
system. He suggests readjustments of income tax, with some reduction in the 


rate, part of which should be compensated by an increased yield from death duties. 
Search should be made for new sources of indirect taxation upon luxuries to 
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compensate for some reduction of taxation upon necessaries, and we should 
modify our excessive dependence upon alcohol and tobacco duties. His prophetic 
vision indicates a revenue of 680 millions in 1933 and an expenditure of 630. 
Assuming the national income to be then about 5000 millions, he claims that 
the charge of about 14 per cent. will not be intolerable when compared with 
9 per cent. before the war.] 

Lewis (E. LuEwetyn). The Children of the Unskilled. London: 
King. 1924. Pp. 107. 


[An inquiry directed to ascertain the supply of skilled labour obtainable from 
unskilled workmen’s children; concluding in favour of better education and 
a more flexible industrial system.] 

LOWENFELD (Henry). The Birthright of Man. London: Parsons. 
1923. Pp. 160. 

[Plans for the abolition of unemployment, without disturbance of existing 
institutions, are proposed. ] 

MactarREN (W. A.). Rubber, Tea, and Cacao. With special 
sections on Coffee, Spices, and Tobacco. London: Benn. 1924. 
Pp. 334. 


[The volume is one of the Resources of the Empire Series; to which the 
Prince of Wales contributes a foreword and the Right Hon. Sir Eric Geddes a 
general Introduction. ] 

Martin (P. W.). The Flaw in the Price System. London: King. 
1924. Pp. 109. 

Mites (T. B.). Industrial Unrest, its Cause and a Suggested Cure. 
London: Cranton. Pp. 96. 


Penson (Lit1an M.). The Colonial Agents of the British West 
Indies : a Study in Colonial Adminstration mainly in the Eighteenth 
Century. London: University Press. 1924. Pp. 318. 


Protepicos (D. E.). The Financial Position of Greece. The 
public debt, the physical assets, and other aspects of the financial 
system are examined in detail. By the Secretary of the National 
Bank of Greece. 

RATHBONE (ELEANOR F.). The disinherited family. A plea for 
the endowment of the family. London: Arnold. 1924. 

Russia. Report on economic conditions in Russia. London : 
Constable. Pp. viii + 164. 2s. 6d. 

SNowDEN (Ricut Hon. Puirip). Labour and the New World. 
London: Cassell. 5s. 

TEMPERLEY (H. W. V.). A History of the Peace Conference of 
Paris. Vol. VI. (British Institute of International Affairs.) London : 
Frowde. 1924. Pp. 709. 

[The sixth and final volume, like its predecessor, is the work of many hands. 
Mr. Temperley, Reader in Modern History in the University of Cambridge, is 
the Editor. ] 

Unwin (GEORGE), HutME (A.), and Taytor (G.). Samuel Oldknow 
and the Arkwrights. The industrial revolution at Stockport and 
Marple. Manchester: University Press. 1924. Pp. 259. 

(Mr. Hulme and Mr. Taylor contribute chapters. ] 

Wattat (P. K.). The system of Financial Administration in 
British India. Bombay: Times of India. 1923. Pp. 412. 

[A general description of the financial machinery is followed by chapters on 
the preparation, the voting, and the execution of the budget. 
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American. 


Asspot (EpiTH). Immigration. Select Documents and Case 
Records. University of Chicago. 1924. Pp. 809. 

[The volume emanates from the Graduate School of Social Service adminis. 
tration; an institution of which Miss Abbot is Dean. As a Director of the 
Immigrants’ Protection League she has a first-hand knowledge of relevant facts, 
The documents—numbering more than two hundred, beginning with a colonial 
steerage act dated 175l—appear to have been selected judiciously and 
impartially. ] 

BRISSENDEN (PAuL FREDERICK) and FRANKEL (Emiu). Labor 
Turnover in Industry : a Statistical Analysis. New York: The Mac- 
millan Company. 1922. Pp. 216. 

{A valuable examination of the method of measuring labour turnover, 
important to all students of the subject. Rather scanty American records are 


“ 


analysed in an effort to relate “ accessions” to and “ separations ’’ from the 
labour staffs of firms to length of service, degree of skill, etc.; the results will 
be useful for comparison, but the book might advantageously have been 
compressed to half its length. ] 

Commons. Legal Foundations of Capitalism. New York: Mac- 
millan Co. 1924. Pp. 394. 


CoucHMAN (CHARLES B.).. The Balance-sheet: its Preparation, 
Content and Interpretation. New York: Journal of Accountancy. 
1924. Pp. 288. 


Fisk (Henry E.). The Inter-ally Debts. An analysis of war 
and post-war public finance, 1914-1923. New York: Banker Trust 
Company. 1924. Pp. 367. 


Kaun (Otto H.). Why I favour the Mellon Tax Plan. New York: 
Citizen’s National Committee. 1924. Pp. 42. 

[Secretary Mellon’s proposal to reduce surtaxes to a maximum of 25% is 
advocated on the ground that extreme taxes increase the advantages which 
large and established concerns have over the venturesome enterprising newcomer 
and pioneer; it puts a premium on idle timorous capital, instead of stimulating 
and rewarding active constructive venture. ] 

Minter (Eart J.). Workmen’s Representation in Industrial 
Government (University of Illinois Studies). Urbana: University of 
Illinois. 1922. Pp. 182. 

[The Council Movement in Foreign Countries, the Non-Union Council Move- 
ment in the United States, the Theory of the Council Movement, are among the 
topics treated in separate chapters. ] 

NussBavum (F. L.). Commercial Policy of the French Revolution : 
a Study of the Career of G. J. A. Ducher. Washington: Amer. 
Historical Association. 1923. Pp. 388. 


[Reviewed above.] 
SunzBerGeR (M.). The Status of Labor in Ancient Israel. 
Philadelphia : Dropsie College. 1923. Pp. 128. 


[Skilfully interpreting many hundreds of texts, the learned writer argues that 
the natives subjugated by the invading Israelites and their descendants were well 
treated. The ideals of democracy were first developed by the Hebrews.] 


French. 


BaDULEsco (Victor V.). Les finances publiques de la Roumanie., 
Paris: Marcel Giard. 1923. Pp. 74, 8vo. 
[A reprint of the article in the Revue de Science et de législation financiére, in 


which the author gives a lucid account of the past and present finance of Roumania 
and takes a sanguine view of its future. ] 
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CALMETTE (GERMAIN). Recueil des documents sur l’/histoire de 
la question des Réparations (1919-5 Mai 1921). Paris: Costes. 1924. 
Pp. 539. 

[A large collection of documents numbering more than 150 is preceded by an 
introduction dealing with the Peace Conference, the negotiations of 1920, and the 
resolutions of 1921.] 

GoopmaN (S.). Le grand vol des titres. Paris: Giard. 1924. 
Pp. 119. 

[On the theft of coupons, etc., payable to bearer. ] 

Gianovux (C. J.). L’aprés-Guerre et la politique Sociale. Paris : 
Colin. 1924. Pp. 200. 

LAVERGNE (BERNARD). Les Co-opératives de consommation en 
France. Paris: Colin. 1923. Pp. 216. 


LIEFMANN (Ropert). Les formes d’Entreprises. (Bibliothéque 
Internationale de Bonnet.) Paris: Giard. 1924. Pp. 287. 

(The Fribourg Professor’s second edition is translated by H. Stelz and 
J. Loussert. The subject includes Co-operation and ‘“‘ Socialisation.” 

VaRKE (ALBERT). Le droit international du travail. Preface par 
G. ANTONELLI. Paris: Giard. 1923. Pp. 310. 

[An analysis of the Labour clauses in the Treaty of Versailles and of the 
International Labour Organisation occupies a great part of the book.] 


German. 
Ber (O.). Die Chinesische Mauer. Vienna: Berl. 1923. Pp. 63. 


[The policy of mutual exclusiveness pursued by the nations into which Austria- 
Hungary was broken up is deplored; and it is hoped that Austria may play a 
part in breaking down these Chinese walls. ] 

Brentano (Luao). Der Wirtschaftende Mensch in der 
Geschichte. Leipsic: Memer, 1923. Pp. 498. 

[A collection of lectures and articles. ] 

HeEINEcKE (Dr. GuNTHER-ERFRID). Die Volkswirtschaftliche 
Erfiillbarkeit der Reparationsverpflichtungen, im Rahmen des 
paneuropiischen Wiederaufbauproblems. (Forschungen von der 
Sozialwissenschaftlichen Arbeitsgemeinschaft.) Berlin and Leipsic. 
1924. Gruyter. Pp. 134. 

K6rzscHkE (Dr. Rupotr). Allgemeine Wirtschaftsgeschichte der 
Mittelalters. Jena: Fischer. 1924. 

Manes (ALFRED). Versicherungswesen. Erster Band, Allgemeine 
Versicherungslehre. Vierte auflage. Teubner: Leipsic and Berlin. 
1924. Pp. 231. 

Manxko (Dr. A.). Regenerierung der Landes-Wahrung. Vienna 
and Leipsic: Manko. 1923. Pp. 159. 

[A secondary title promises a method of reckoning calculated to ensure 
stability of valuation. ] 

Vapnal (Dr. Eveen). Die stellung des Spediteurs in der arbeits- 
teiligin Verkehrswirtschaft. Budapest: Lloyd. 1924. Pp. 81. 

[A study on the functions of the agent who is intermediary between those who 
despatch and those who transport goods. ] 

Weser (Max). Gesammelte Aufsitze zur Sozial und Wirtschafts 
geschichte. Tiibingen: Mohr. 1924. Pp. 556. 


[Six articles covering an immense range of subjects and periods, beginning with 
the agriculture of the ancient world, Mesopotamia, Egypt, Israel, etc.] 
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Italian. 


Bacui(Riccarpo). La Cassa di risparmio delle Provincie Lombarde 
nella evoluzione economica della regione. 1823-1923. Milan. 1923, 
Pp. 567. 

{A sumptuous quarto published under the auspices of the Commissione 
Centrale di Beneficenza, to celebrate the centenary of the Savings-Bank of the 
Lombard Provinces. Professor Bachi is the general editor, and there are contri- 
butions by several distinguished writers on different aspects of the subject: by 
Prof. Bachi on the Historical Evolution of the Bank; by Prof. Supino on the 
Effects of Crises; by Prof. Gini on the Importance of Lombardy to the Kingdom 
of Italy .. .] 

CasiatTi (ATTILIO). Principi di Politica Commerciale. Vol.I. La 
Teoria Generale degli Scambi internazionali. Genova: Stabilimento 
Grafico. 1924. Pp. 302. 

[Among features special to his treatise on a familiar subject the author 
announces his treatment of international exchange in a regime of depreciated and 
unstable money and his study of two particular types of customs duties, counter- 
vailing imports (against ‘‘ dumping ”’) and retaliation.] 

Ernavpi (Luier): Le lotte del lavoro. Turin: Gobetti. 1924. 
Pp. 276. 

[A series of republished papers containing interesting descriptions of Italian 
strikes, together with instructive reflections on the psychological causes and 
economic consequences of labour disputes. ] 

GancEmI (L.). La politica economica e Finanziaria del Governo 
Fascista. Bologna: Zamchelli. 1904. Pp. 507. 


Gossi (Pror. ULissE). Trattato di economia, Secunda edizione 
riveduta. Mila: Societa editrice. 1923. Vol. I., pp. 256; Vol. IL, 
pp. 384. 

[A general treatise covering evenly a large extent of familiar ground. ] 

GRAZIANI (AvGusTO). I] pensiero scientifico di Angelo Messedaglia 
Capitale e Interesse. . . . Two papers contributed by Professor 
Graziani to the Academy of Moral and Political Science, Naples. 


Mortara (GIoRGIO). Prospettive Economiche, 1924. Citta di 
Castello : Societa Tipografica ‘‘ Leonardo da Vinci.” 1924. Pp. 420. 

(This volume, following on a similar publication last year, contains very 
useful summaries of the world’s production of and trade in the principal com- 
modities in which Italy is interested. Professor Mortara is hopeful for the 
economic future of Italy. ‘Italy, who may be said to have become con- 
valescent in 1921 after the crisis of the passage from war to peace, has prosecuted 
energetically in 1923 her efforts towards economic recovery.” Her financial 
position has been greatly strengthened by the excellent harvests last year.] 


Savorenan (F.). La_ scelta matrimoniale (Studi Statistici, 
Metron). Ferrara: Taddei. 1924. Pp. 136. 


[A study on ‘‘ homogamy ”’: the correlation between husband and wife with 
respect to race and nationality and some other attributes. ] 


Vinci (FELICE). Statistica Metodologica. Padua. 1924. Pp. 
242. 
Zorui (A.). Trattato di Economia Sociale. Turin: Bocca. 
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